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T HAS BEEN said that no man is a hero to his own valet, 
probably on the theory that “familiarity breeds contempt.” 
One wonders how many employers are heroes to their employes 
and how many bank clerks idealize the officers under whom 
they work. What is, one wonders, the ideal banker? Witiiam H. 
KNIFFIN, JR., vice-president of the Bank of Rockville Centre Trust 
Company, Rockville Centre, N. Y., teaches a course in banking in 
New Jersey. He wondered just what qualities in a banker his 
students considered to be ideal and, to find out, asked them each to 
write a short essay under the heading, “My Ideal Banker.” 
THE BANKERS MaGAZInE was fortunately able to secure permission 
to publish the best of these and in this issue on page 592 we print 
the first, which was written by Lina T. McCartruoy. We commend 
it to our readers. 


Many BANKS have certain very definite seasonal fluctuations in 
the total of their deposits and know from past experience that at 
certain periods of the year they must be prepared to meet heavy 
withdrawals. In order to provide funds for these withdrawal 
periods, the surplus deposits which are accumulated in certain 


months of the year are invested in call money, commercial paper 
or bankers’ acceptances which can be liquidated without sacrifice 
of principal on short notice. With interest rates abnormally low, 
however, the yield on this type of investment is unsatisfactory and 
reduces profits. In an article which begins on page 593 of this issue, 
Evcene H. Burris proposes a plan for utilizing high-yield bonds 
for this purpose with maturities arranged to provide funds when 
needed. 

Ix THE THIRD of his series of articles on banking concentration in 
the United States, JosEpH Stace LAWRENCE compares the oper- 
ating ratios of banks in various categories. By “operating ratio” 
he means the ratio which exists between total income and total 
expense. He finds that banks in the “big bank” group paid out 
in expenses $72.40 for every $100 of income in 1929, showing a 
net of $27.60. Banks in the “medium bank” group showed a net 
of $20.90 in 1929. Small country banks showed a ratio of about 
80 per cent. during this period, while small banks in the so-called 
“distress area” showed ratios of from 86 to 97 per cent. This 
article, which throws much light on the problems of profitable bank 
management, will be found on page 598. 

“Tr 4 BusINEss house increases its volume from $500,000 to $1,000,- 
000 a vear, that’s fine business; but what if net profit was 5 per cent. 
on the old volume and the new $500,000 business is done at a loss 


[Continued on page xIv]} 
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[Continued from page x1} 
of 1 per cent.?” W. J. Irvine raises this question in his article, 
“Red ‘Profit’ Figures,” which begins on page 603. He points out 
how an increased volume of deposits may mean less rather than 
more profits. A study of this article reveals why bank dividends 
come so hard these days. 


R. D. Bonn believes that many banks are overpaying their income 
tax to the Federal Government through faulty methods of figuring 
their returns. He has already written four articles which have 
appeared in THE BANKERS MaGazInE explaining common. mistakes 
and showing how these may be avoided. In this issue, on page 608, 
he takes up the subject of interest and discount and explains how 
income derived from this source should be treated for income tax 
purposes, 


THE SPEED, safety and efficiency with which mail is transmitted 
by pneumatic tube from various postal stations in New York has 
of late years led to considerable speculation as to whether this same 
system might not be applied to the transmission of cash and securi- 
ties between banks and the Federal Reserve Bank. In this number 
Hamitron M. Wricur discusses the advantages of such a plan 
and tells why he believes it to be practical. This article will be 
found on page 619. 


For sOME TIME it has been generally admitted that a system of 
pay-roll payments by check would go a long way to prevent crime 
and the risks which are attendant on conveying cash through the 
streets even when safeguarded by armored truck. The problem 
has been, however, to devise a plan that would not place too great 
a burden on the bank through whom payments would be made. 
In this issue Wint1am M. Harrze.u describes a system which has 
been adopted with success by the Adelphia Bank and Trust Com- 
pany of Philadelphia. This article will be found on page 648. 


THE Hupson County National Bank, Jersey City, N. J., has made 
over nine thousand smail loans to World War veterans on their 
adjusted service certificates. This has been done at a small profit, 
with perfect safety and as a result this bank has secured the good- 
will of thousands of veterans in the community which it serves. 
In this issue on page 650 is an article describing their methods of 
operation. 


WHERE A CHECK is mailed to a debtor and he has it certified and 
retains it without cashing it for three years, he cannot thereafter 
claim that the check was for an amount smaller than the amount 
actually due. This interesting law decision is discussed in our depart- 
ment of Banking and Commercial Law, which begins on page 723. 


A FULL account of the proceeding of the American Bankers Asso- 
ciation Convention begins on page 657. 
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Editorial Comment 
HAVE FAITH IN AMERICA 


I always have been, and I remain, an unquenchable believer in the resistless dynamic 


powers of American enterprise. 
is no place—to talk of any surrender. 


This is no time—an audience of American leaders 
We have known a thousand temporary set- 


backs, but the spirit of this people will never brook defeat—From President Hoover's 
address before the convention of The American Bankers Association. 


S extreme optimism was to be dep- 
As while we were in the 
speculative era which led to last 

year's crash, so now, during the de- 
pression, there is no warrant for the 
counsels of despair. Recovery is far 
from being a mere matter of sentiment, 
and before we can get back to a solid 
basis much drastic house-cleaning may 
have to take place. But sentiment as 


affecting recovery from a depression is 


not to be despised. 

Evidence that there is a real warrant 
for faith in this country appears from 
information supplied from a foreign 
source. “The Economic Forces of the 
World,” published by the Dresdner 
Bank, Berlin, contains a comparative 
survey of the world’s wealth, produc- 
tion and consumption. From this source 
are extracted the following facts relat- 
ing to the United States of America: 

Our production of wheat is 18 per 
cent. of world’s total; maize 65 per 
cent.; we consume 44.9 per cent. of 
the world’s consumption of coffee; 33.6 
per cent. of the world’s consumption of 
cocoa; we produce 27.5 per cent. of 
the world’s production of tobacco; con- 
sume 64.3 per cent. of the rubber con- 
sumed in the world; percentages of ma- 
chinery used in the production of the 
coal mining industry, 70.6 for the 
United States, compared with 20.3 per 
cent. for Great Britain and 59.4 per 
cent. for Germany. We account for 
68.1 per cent. of the total oil output 
of the world and 97.1 per cent. of 
natural gas; 42.2 per cent. of electricity; 


63.1 per cent. of the world’s iron ore; 
we use 44.7 per cent. of the Portland 
cement used in the world; we have 45.8 
per cent. of the chemical industry pro- 
duction of the world; we produce 56.8 
per cent. of the cotton crop of the 
world; we have 34.8 per cent. of the 
world’s export trade in machinery; we 
are turning out 83 per cent. of the 
world’s production of automobiles; our 
import trade is 12.1 per cent. and ex- 
ports 16.1 per cent. of the world’s 
totals; our copper mines furnish 47.9 
per cent. of the world’s output. 

The productive and consuming power 
indicated by the foregoing figures, to- 
gether with other reasons that might be 
cited, ought to keep this country from 
slipping down into a slough of despond. 


THE WAY TO PROSPERITY 


Pree tes eoomy enough, a more 
or less gloomy period like the pres- 
ent is not lacking in compensations. 
These may be found in the cures for 
depressions now being put forth with 
so much confidence by their sponsors. 
Mr. Coolidge, the Sage of Northamp- 
ton, formerly President of the United 
States, but now a producer of news- 
paper articles, advises people to pay 
their debts. This was the advice given 
by Cardinal Richelieu to De Mauprat 
in Bulwer’s play. The spendthrift re- 
plied that he was quite willing to pay 
up if the Cardinal would tell him 
where he could get the money. Many 
people in debt today are in a like fix. 
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But Mr. Coolidge’s advice is good, es- 
pecially to those who can pay but who 
do not. 

The ex-President further thinks that 
one way to help is for people to buy 
what they can afford; in other words, 
not to curtail their buying because times 
are bad. The efficacy of the latter 
remedy may well be questioned. Evi- 
dence is wanting of any great limita- 
tion of buying by those who can well 
afford to spend money even in a time 
of severe depression. It is doubtful, at 
any rate, whether these purchases at 
any time are as important as some 
think. 

Prosperity comes not from the buying 
of the few but of the many. Those 
working for wages, salaries, and even 
modest investors, finding their income 
threatened or actually reduced, feel, 
and not without reason, that they must 
limit their purchases. They will change 
this view when relieved of their present 
fears. That such relief is wholly to be 
brought about by themselves by a re- 
versal of mental attitude is not a tenable 
theory. 

No; it is not entirely “in ourselves 
that we are thus and so.” We are 
necessarily affected by external condi- 
tions beyond the control of the in- 
dividual. 
cessfully wooed merely by wearing a 
button on the coat bearing the mislead- 
ing legend that “business is good.” You 
may bury “old man depression,” as has 
een done recently, but his resurgent 
power defies your efforts to keep him 
buried. 

Back of this extensive, long-continued 
and serious depression lie deep-seated 
causes. To search these out, and when 
found to seek to remove them as far 
as may be, this is the course of wisdom. 
Many of the attempts in the direction 
indicated are superficial, and the reme- 
dies offered are frequently unsound 
and often ludicrous. 

Much advice is now being offered to 
the effect that what is needed to restore 
Prosperity is for men to discard pessi- 
mism. Did those proffering such advice 
Warn the people that the crazy opti- 


Nor can prosperity be suc-. 





mism displayed in the speculative mar- 
kets here in 1928 and 1929 was bound 
to bring with it such penalties as we 
are now suffering? 

So long as men allow themselves to 
become intoxicated by prosperity, so 
long must they expect to be disciplined 
by an inevitable period of enforced 
sobriety. 


TIMID APPROVAL OF BRANCH 
BANKING 


r | SHE difficulties which beset the 
American Bankers Association in 
regard to taking a decisive stand 

on the branch banking question are ob- 
vious from the composition of the mem- 
bership of the organization. This mem- 
bership consists of unit banks, of those 
operating branches, and of yet others 
affliated with groups or chains. It is 
natural that such a diversity in the 
membership should give rise to opposing 
views. This explains why the resolu- 
tion adopted at the Cleveland conven- 
tion was not a straightforward declara- 
tion in favor of branch banking. The 
resolution as passed merely expressed 
belief “in the economic desirability of 
community-wide branch banking in 
metropolitan areas and county-wide 
branch banking in rural districts where 
economically justified.” The resolution 
went on to support in every respect the 
autonomy of the separate states in re- 
spect to banking. “No class of banks * 
in the several states should enjoy greater 
rights than banks chartered under state 
laws.” Doubtless this statement was 
meant to refer only to the right to have 
branches. The national banks already 
have rights not possessed by the state 
banks, the right to issue circulating 
notes being a conspicuous example. 

Now, if the states may exclude 
branch banking altogether, this will in- 
terfere with any plan for nation-wide 
branches to be established by the great 
metropolitan banks. 

As to the resolution on branch bank- 
ing, it is not very clear. “Community- 
wide branch banking in metropolitan 
areas” leaves much to the imagination. 
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How wide is “community-wide”? What 
are the precise limits of “metropolitan 
areas’? These are by no means frivo- 
lous questions. If we are to have these 
limitations of branch banking, we must 
look to someone having the wit and 
honesty to give us an accurate defini- 
tion of such limitations. 

As to “county-wide branch banking 
in rural districts where economically 
justified,” misgivings arise also. Pre- 
sumably, a “rural district” could be dis- 
tinguished from an urban district, 
though this distinction is tending more 
and more to disappear as the cities and 
towns spread over the country. But 
waiving this difficulty, a much greater 
one appears. County-wide branch 
banking is open to a grave objection. 
If all national banks were permitted to 
establish branches within the limits of 
their respective counties, the door would 
be thrown wide open to the encourage- 
ment of weak banking. The great ma- 
jority of the national banks are not 


strong enough to enter upon the degree 
of expansion which such an extension 


of their powers would permit. This 
defect might be remedied by confining 
the proposed privilege to banks having 
a certain capital. 

Probably a better plan would be to 
set up a special class of banks in each 
state, with adequate capital require- 
ment, and permit such banks to have 
branches within their own state only. 

To confine branches of national banks 
within the limits of a large city is a 
comparatively simple matter. To extend 
branch banking beyond such limits pre- 
sents a different set of problems. There 
are good grounds for thinking that this 
limit should either be maintained, or 
that nation-wide branch banking should 
be sanctioned. If we are to have 
branch banking it should be open to the 
big and strong banks rather than to the 
small and weak ones. This would 
mean a considerable concentration of 
banking, but that is less objectionable 
than would be the weakness inevitably 
attaching to “county-wide branch bank- 
ing. 


THE BANKERS MAGAZINE 


THE FAILURES OF RURAL 
BANKS 


AILURES among country banks 
Pissing the present year have been 

numerous, and when the record is 
completed for the full twelve months 
it will probably show almost or quite 
the highest number of failures reported 
in any similar period. This banking 
mortality has occurred chiefly in the 
smaller towns and cities of the country. 
There have been a few exceptions, but 
in the main the metropolitan centers 
have escaped banking fatalities, which 
have been practically all of rural in- 
stitutions. 

For the failures of so many country 
banks in recent years various explana- 
tions have been put forth—the unprofit- 
able condition of agriculture, and the 
changing character of business. Other 
causes are incompetent management and 
inadequate capital. 

Perhaps, in a general way, the cause 
that is operating to force the small 
country bank out of business is the 
relative rural decline compared with the 
advance in the cities. The latter are 
growing at a disproportionate rate. 
This view, however, at once gives rise 
to the objection that, so far as agricul- 
ture is concerned, there are already too 
many engaged in that occupation, as 
may be inferred from the low price of 
several leading products of the farm, 
and that what is needed to remedy this 
situation is a further movement of the 
agricultural population to the urban cen- 
ters. This practical view of the matter 
evidently finds favor with many farmers 
who are going in increasing numbers 
each year to the cities and towns. 

But that can hardly be a healthful 
condition which tends to forced con- 
centration of the rural population into 
the cities. The advent of the auto 
mobile, radio, the telephone and elec’ 
tricity and the availability of these ad- 
juncts of civilization to the rural popu’ 
lation, together with the great improve’ 
ment in the roads in recent years, might 
reasonably have been expected to place 
the rural residents more nearly on a 
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level with the dwellers in cities, and 
thus to allay the desire of a change of 
residence from the country to the city. 
But such does not appear to have been 
the case. 

The question arises as to whether 
our policies relating to the tariff, to 
local taxation and other matters may 
not have operated to give the city an 
advantage over the country. Consolida- 
tion in industry tends to render the 
local factory obsolete, and the market 
for raw products, in the immediate 
neighborhood, declines. 

Whether these causes of comparative 
rural decline have been correctly stated 
or not, some influences are undoubtedly 
at work which are worthy of careful 
study. 

Banks do not thrive where business is 
decaying but where it shows a healthy 
rate of growth. And the cause for 
country bank failures may be found in 
the lessening prosperity of rural com- 
munities. 


GOLD AND PRICES 
[nai like the present are almost 


certain to witness the rebirth of 

exploded monetary heresies. The 
attempt to fasten responsibility for the 
present slump in prices on the gold 
standard is doubtless but the prelimi- 
nary move in a scheme for paper or 
silver inflation. 

A recent report of what is styled the 
Gold Delegation of the League of Na- 
tions points out several assumptions, 
and on the basis of some of these con- 
cludes that “the supply of new gold 
available for monetary purposes will be 
inadequate by 1934 unless measures to 
alleviate the situation are adopted in 
time.” 

A resolution adopted in September 
by the Manchester, England, Chamber 
of Commerce, says: “It is becoming in- 
creasingly evident that there is not 
likely to be a yearly increase in the pro- 
duction of gold adequate to sustain the 
ull volume of world productive ca- 
pacity and maintain a profitable price 
evel for commodities.” 


587 


President Hoover, it is reported, has 
been asked by Senator King of Utah to 
bring about an Anglo-American con: 
ference to increase the value and use 
of silver. 

As to whether the supply of new gold 
available for monetary purposes will be 
inadequate by 1934 only a guess can 
be made. The recent decline in pro- 
duction of the metal may be arrested 
before then. 

What the proponents of the gold- 
shortage theory are evidently aiming at 
is to find a monetary supply which may 
be depended upon not only to sustain 
the present inflated price level, but to 
assure a continued rise in prices. Ob- 
jection may be made to the use of “the 
present inflated price level,” but accord- 
ing to The Statist index numbers of 
prices of commodities, the term is cor- 
rect. There has been a marked fall in 


this index number since 1928 (taking 
1913 as representing 100), but even in 
the gold-standard countries, such as the 
United States, Canada, England, Swit- 


zerland, Sweden, etc., prices are still 
well above the 1913 level, while in 
countries that experimented with de- 
preciated paper but have now stabilized 
their currencies, the traces of paper in- 
flation are still evidenced by a price 
level far above that of 1913. 

That enough gold can be produced to 
keep up an endless inflation of prices, 
and to satisfy those who wish their 
wealth thus apparently increased, need 
not be expected. Nor is it desirable. 
What is desirable, and may be reason: 
ably expected, is either that gold pro- 
duction will keep pace with the orderly 
progress of business, or failing that a 
more intelligent employment of the ex- 
isting gold monetary stock and future 
additions to it. 

In last month's issue of THE BANK- 
ERS MAGAZINE figures were given show- 
ing the production of gold in recent 
years, and it is unnecessary to repeat 
them here. 

Something may be done to help in a 
more efficient utilization of the world’s 
stock of gold, though maldistribution of 
gold is due to so many factors that a 
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sensible control of them by central bank 
management will be very difficult. 

One proposed remedy—and _ one 
which has been adopted to a consider- 
able extent—is the concentration of a 
country’s gold stock in the central bank. 
This has been done in England and 
France. A like policy, so far as relates 
to bank reserves, is in effect in this 
country, where all legal reserves of the 
member banks are concentrated with the 
Federal Reserve banks. The wisdom of 
this policy, so far as relates to this 
country, may be questioned. It is, in 
part, responsible for the inflation here 
in 1919 and 1929. 

The whole theory of the intimate re- 
lation between the general price level 
and the supply of gold ought to be 
critically examined before its implica- 
tions receive acceptance as a basis of 
monetary policy. 

There are many factors other than 
the supply of money and credit con- 
stantly at work to affect prices. The 


vagaries of fashion, as in the vogue of 


silk over cotton; the amount of material 
required for women’s apparel; our 
changed attitude here in America re- 
garding wages; revolutionary changes in 
methods of production—these are only 
a few of the factors affecting, it may 
be in some cases only the prices of cer- 
tain commodities, but carry this line of 
investigation further and the same or 
like influences will be found acting 
generally if not universally. Time was 
when corn and wheat were selling at 
a price much different from that which 
now rules, a fact not attributable to the 
gold supply, and while this in itself may 
prove nothing, if the study is pursued 
further it will be seen that relative 
changes in the value of so many com- 
modities have taken place, quite inde- 
pendent of the gold production of the 
world, as to have a material effect on 
the general price level. 

Other considerations tend to cause 
distrust of the quantitative theory of 
money as determining the world price 
level: the variation in price levels in 
different countries, and the disparity be- 
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tween prices of raw materials and man- 
ufactures. 

This matter cannot be dismissed as of 
academic interest only, for it is liable at 
no distant day to become of practical 
concern. Inflationary schemes are afoot. 
The law that like cures like is apt to be 
invoked. Then there is the growing 
cry—familiar to veterans in financial 
affairs—to do something for _ silver. 
There is a good deal of monetary cir- 
culation in various countries of the 
world of a subsidiary nature that might 
advantageously be replaced with silver, 
though it is doubted if this would exert 
any appreciable effect in enhancing the 
price of that metal. 

The movement to stabilize prices is 
one that also will bear careful watch- 
ing. Who knows that the price level 
at any given time is one that should be 
permanently maintained? Sudden and 
violent changes in prices are to be de- 
plored, but no credible evidence exists 
that such changes are due to the supply 
of gold. In the years immediately pre- 
ceding the recent era of inflation there 
was no such increase in the production 
of gold as to cause it; nor, on the other 
hand, is the present gold stock of the 
world so inadequate as to explain the 
continued depression that now exists. 

This complaint about low prices 
comes chiefly from those who have 
things to sell, and is also familiar to 
economists who derive their informa 
tion from index tables and to those 
who study the quotations of the stock 
exchange. The housewife going to mat- 
ket sees little evidence of a fall in the 
prices of things she must buy to feed 
the family; the employer of most kinds 
of labor must still pay wages that would 
not so long ago have been regarded as 
extremely high; rents are exorbitant; 
prices of shoes and articles of clothing 
generally are unreasonable. 

The fact is that in many lines of 
trade the baneful effects of the war in 
flation are still with us, and we may 
not for a long time be able to rid our- 
selves of them. But at least we should 
not commit the mistake of prescribing a 
fresh dose of inflation as the appro 
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priate remedy for a disease which was 
largely brought about by that quack 
nostrum. 


BANKERS’ VIEW OF THE 
DEPRESSION 


UCH interest naturally attaches 
M to the composite views of the 

bankers of the country respect- 
ing the existing depression. As set 
forth in the resolutions adopted by the 
recent convention of the American 
Bankers Association these views are as 
follows: 


“In the opinion of the American 
Bankers Association, the business de- 
pression in this country is merely part 
of a world-wide situation due largely to 
the sharp decline in the price level of 
raw commodities. This decline is a 
phenomenon which has followed in the 
wake of most great wars, and is part 
of the process of readjustment needed 
to restore the equilibrium which was 
upset by the forced production necessi- 
tated in all countries to carry on the 
war. There are evidences that the 
present depression has about run its 
course. Judged by historic precedents, 
we have now reached low ebb and with 
the resumption of construction very 
gradual but definite improvement may 
be expected.” 


So far as it goes, this view is no 


doubt correct. But there are some 
omissions that require to be supplied 
for a better understanding of the matter. 

Despite the stupendous loss of life, 
capital and energy caused by the Great 
War, people imagined that they were 
henceforth to live on a higher scale 
than ever before. As a result of the 
war, the standard of living did not de- 
cline in most countries, as might have 
been expected, but greatly advanced. 
This was made possible by increased 
taxation of the rich, by paper “money,” 
and by running into debt. The day of 


ae was postponed, but it came 
at last. 
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In the opinion of some European 
economists responsibility for the depres- 
sion lies solely upon the shoulders of 
the United States. The bankers at 
Cleveland were of the opinion that the 
war was responsible. Accepting this 
latter view, wonder may be expressed 
why, in view of the destruction 
wrought by that terrible catastrophe, 
we here in the United States acted as 
though we considered it as the harbinger 
of prosperity. This was true of our 
course in fostering the commodity spec- 
ulation in 1919 and the stock specula- 
tion ten years later. The disastrous ef- 
fects of the Great War are plainer now 
than they have ever been before. That 
is because we have finally had to face 
them. But we ought not to shift re- 
sponsibility from our own _ shoulders 
upon world conditions. We have not 
been ignorant of those conditions, al- 
though failing to recognize their plain 
implications. 

Very likely—almost surely—the world 
is suffering from other and deeper 
causes than the American stock-market 
collapse of last year, and wé need not 
take any more blame for these condi- 
tions than justly belongs to us. At the 
same time it cannot be denied that our 
own situation, and to a considerable ex- 
tent that of the world at large, has 
been seriously deranged by that spec- 
tacular period in our recent financial 
history. Of this fact the American 
Bankers Association failed to make 
proper admission. Its failure to do so 
may have arisen from the disinclina- 
tion of the bankers to confess their own 
sins. True enough, the banks have, in 
the current slang, produced an_ alibi. 
They say that the big corporations had 
surplus funds which were poured into 
the stock market. But at some point of 
these operations the banks could have 
intervened more opportunely and more 
effectually than they did. 

It is to be regretted that the Amer- 
ican Bankers Association failed to take 
into consideration some plain evidences 
of practices in our banking and credit 
systems greatly in need of reformation. 
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MAINTAINING THE STANDARD 
OF LIVING 


N his inspirational speech before the 
if American Bankers Association at 

Cleveland President Hoover sharply 
attacked the proposal to reduce the 
standard of living as a means of help- 
ing the country out of the existing de- 
pression. His remarks on this subject 
follow: 


“It appears from the press that some- 
one suggested in your discussion that 
our American standards of living should 
be lowered. To that I emphatically dis- 
agree. I do not believe it represents 
the views of this association. Not only 
do I not accept such a theory but, on 
the contrary, the whole purpose and 
ideal of this economic system which is 
distinctive of our country is to increase 
the standard of living by the adoption 
and the constantly widening diffusion 
of invention and discovery among the 
whole of our people. Any retreat from 
our American philosophy of constantly 
increasing standards of living becomes 
a retreat into perpetual unemployment 
and the acceptance of a cesspool of 
poverty for some large part of our 
people. 

“Our economic system is but an in- 
strument of the social advancement of 
the American people. It is an instru- 
ment by which we add to the security 
and richness of life of every individual. 
It by no means comprises the whole 
purpose of life, but it is the foundation 
upon which can be built the finer 
things of the spirit. Increase in enrich- 
ment must be the objective of the 
nation, not decrease.” 


That the industrious and _ thrifty 
should enjoy a high standard of living 
is an ideal from which no right-thinking 
person will dissent. It is an ideal which 
should be the constant aim of our 
civilization. But its attainment so long 
as nations expend their substance in war 
may well be doubted. 

During a depression period, particu- 
larly if long continued, the ability to 
maintain the standard of living emerges 
from the realm of the ideal into that of 
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the practical. The maintenance of the 
standard of living assumes stability of 
income, and it is clear that in such 
times the income of many decreases, 
sometimes to the vanishing point. What 
is to be done in such cases? With sav- 
ings put by, one may live as usual until 
conditions improve. Unfortunately, 
many have no such prop to sustain 
them. For a time they may live on 
such credit as they may be able to ob- 
tain. But lacking employment, this re- 
source is soon exhausted. And if pro- 
ducers and merchants cannot profitably 
carry on, how are dividends, salaries 
and wages to be paid? These demands 
may be met for a limited period out of 
surplus funds accumulated in prosperous 
times. But this cannot be done for very 
long. Government may do something 
by imposing taxes and using the pro- 
ceeds in schemes of public improve: 
ments, thus giving employment to the 
idle. This, at best, is a makeshift, and 
one to be resorted to only as an extreme 
measure. It may give temporary relief, 
but many thoughtful persons believe 
that in the long run it does more harm 
than good. 

The real remedy for a depression is 
not a reduction in the standard of liv 
ing, but to set the wheels of business in 
motion. And yet, for the individual, 
faced with a serious reduction in his 
income, or perhaps a complete loss, 
what other remedy of a lasting char- 
acter is there other than a reduction 
of his outlay? It becomes not a measure 
of choice but of stern necessity. To 
the extent that this enforced remedy 
must be applied, individual suffering 
will be increased and the time of gen- 
eral recovery further postponed. 


“FUNDAMENTALLY SOUND” 
MONG the statements contained 
in the resolutions adopted by the 
convention of the American 


Bankers Association at Cleveland the 
following appears: 


“The country is to be congratulated 
that the banking and credit situation 
continues fundamentally sound. 
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When banks are failing at an annual 
rate of between 500 and 1000 it can 
hardly be said that the banking situa- 
tion is fundamentally sound. It is, on 
the contrary, such as should have caused 
the American Bankers Association to 
make a careful survey of the conditions 
leading to this disastrous banking mor- 
tality and to seek to apply the needed 
corrective. 

Politicians at Washington looking for 
votes have been severely criticized for 
expressing similar views, at a time when 
the situation was less grave than at 
present. The bankers of the country, 
assembled for the purpose of sober de- 
liberation, lacked justification for in- 
dulging in this honeyed phrase. It is a 
time when the people should be in- 
structed in the language of truth. 

Nor is the credit situation “funda- 
mentally sound” either. Witness the 
low rates for money and the congestion 
of short-term funds. Whether frozen 
assets remain to be melted and security 
loans to be liquidated in considerable 
volume are other matters about which 
inquiry might be made. 

One way to learn is to recognize 
your ignorance. One way to improve 
a bad situation is to recognize that it 
is bad, and to take the necessary course, 


painful though it may be, to make it 
better. 


INVESTIGATING THE CAUSE OF 
DEPRESSIONS 


N investigation, on scientific lines, 
Ae the present economic depres- 
sion and its causes, world-wide 

in scope, has been ordered by the As- 
sembly of the League of Nations. It is 
not in any sense to belittle the impor- 
tant character of such an inquiry to 
say that it is attempting the impossible. 
A scientific investigation is evidently 
predicated on the belief that there is 
such a thing as a science of economics. 
As to this it may be justly observed 
that if such a science exists it has never 


been discovered. Various theories about 
its real or supposed existence and laws 
have been advanced, but there is no 
general agreement on the matter, even 
among the most learned. A protective 
tariff is essential to national prosperity; 
free trade is necessary to the same end; 
the general price level is determined by 
money and credit; these have little ef- 
fect on the price level—and so on. In 
fact, economists are divided into various 
schools representing diametrically op- 
posite views respecting matters of funda- 
mental importance. 

To conduct an investigation into the 
causes of depression on scientific lines 
will be further difficult for the reason 
that it will be impossible to find men 
who can approach the study of the 
problems involved free from existing 
bias. 

While, therefore, a scientific investi- 
gation of depressions may not be prac- 
ticable, such an inquiry as the League 
of Nations has set in motion may prove 
of great value from the facts it brings 
It is on this account to be 


to light. 
welcomed. 


BANK SAVINGS RISE IN 
NEW YORK 


A NET gain in deposits of $22,569,706 was 
recorded by savings banks in New York City 
for September, the best month in recent years 
with the exception of last January and March, 
and the best September on record outside of 
that month in 1926. 

Each month this year has shown a net 
gain in savings bank deposits in Greater New 
York, with the exception of May, when there 
was a loss of $2,764,814. Including the up- 
turn in December, 1929, the net loss in de- 
posits of more than $120,000,000 in Septem- 
ber, October and November of that year, 
during the stock market decline, has been 
more than made up by a net gain of ap- 
proximately $146,000,000 from December 1, 
1929, to September 30, 1930. 

Savings bank deposits for all New York 
State were $4,602,586,116 at the end of 
September, a high mark for all time. This 
figure compares with $4,532,324,129 as of 
August 31, 1930, and $4,371,218,364 on 
September 30, 1929. 





My Ideal Banker 


By Lipa T. McCartTHy 


What qualities should the “ideal banker” possess? This is the question which William 
H. Kniffin, Jr., vice-president of the Bank of Rockville Centre Trust Company, Rock- 
ville Centre, N. Y., put to his class in banking at the Monmouth (N. J.) Chapter 
of the A. I. B. Each member of the class wrote a short thumbnail sketch outlining 


his or her ideas of what a banker should be. 
best of these to be published in THE BANKERS MAGAZINE. 


Mr. Kniffin has consented to allow the 
They will appear once 


each month. 


doors of a great banking institution 

seem to open and close incessantly 
for the countless throngs of customers, 
many of whom are seeking the expert 
advice and counsel of the kindly, gray- 
haired man occupying the president’s 
chair. 

About fifty years ago, as a young 
boy, he was living in a remote little 
village with his parents, who were 
trying to eke out an existence on a 
miserable little farm. In spite of the 
many disadvantages confronting this 


[' is on a busy week-day and the 


boy, he was determined to get on in 
the world and his longing for advance- 
ment could not be suppressed. 

Starting in as office boy in a large 
banking institution, it did not take his 
employers long to realize that here was 
a boy of exceptional merit, a boy of 


unwavering aim and _ unconquerable 
purpose, for whom success was inevi- 
table. He entered the service with a 
zest that foreshadowed victory and 
was promoted from time to time until 
at length he occupied the president's 
chair. 

As we look back over his life, we see 
that his success was the triumph of 
common, ordinary virtues. It is thor- 
oughness that makes for quality and 
he early established the reputation of 
carrying everything he touched to com- 
pletion and putting dignity in the 
countless little tasks that made up his 
daily work. 

Paying careful attention to the de- 
tails of dress and deportment, he al- 
ways presented a neat, well-groomed 
appearance. Being ever prompt at ar- 
riving at work, he immediately went to 
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his task with energy, determination and 
enthusiasm, thus giving confidence to 
his employer that the thing he under- 
took would not only be done, but also 
that it would be done well. In fact, 
he possessed all the qualities that make 
for a successful banker—courtesy, tact, 
self-confidence, cheerfulness, enthusiasm 
and, the greatest of all qualities, loyalty 
to his employers. 

_And so now, in the winter time of 
his life, at the head of this great in- 
stitution, he is loved and revered by 
a vast multitude, who daily seek his 
advice and aid in all financial matters. 
His decisions are quick and final and 
he can refuse a request for a loan as 
tactfully as he can grant it graciously. 
His expert advice on investments is 
always at the disposal of his customers. 
He is ever ready to lend a sympathetic 
ear and give a word of counsel to the 
many who are merely ignorant of bank- 
ing regulations and habits. Having faith 
in the common honesty of mankind, 
his habits of thought teach him to take 
broad and enlightened views of the 
affairs of men and his judgment, 
balanced by a sense of caution and con- 
servatism, render his counsel safe and 
judicious. 

For his employes he has always a 
word of encouragement and the young 
beginners are made to feel that their 
many errors are nothing out of the 
ordinary and, in fact, to be expected. 

A man of sterling character, high 
ideals, firm and just in his convictions 
and fixed in his purposes, and withal of 
commanding presence and __ pleasing 
manner, he is an ideal banker and a 
man amongst men. 





Enforced Short-Time Investment 


Seasonal Fluctuations of Bank Deposits the Key to Obviation of 
Enforced Short-Time Investments at Low Rate of Return 


By Eucene H. Burris 


($1,149,380,050 outstanding) as 

of March 15, 1931, of the United 
States Government 34's Series A due 
March 15, 1932, and series B due 
September 15, 1932, probably to be 
refunded, at least in part, by another 
issue with lower coupon, represents an 
opportunity for commercial banks to 
consider at this time a program for 
more efficient management of their sec- 
ondary reserve assets. 

Inasmuch as these bonds are not 
eligible to secure circulation, those 
banks which hold these bonds do so 
purely for the purpose of liquidity 
and secondary reserve. Consequently 
with this secondary reserve asset taken 
away from them by this redemption, in 
line with the policy of the Government 
to reduce its indebtedness as fast as 
possible, banks have the opportunity 
of developing efficient secondary re- 
serves and, at the same time, increas- 
ing their income from the funds in- 
vested for this purpose. As has been 
often pointed out, the effect of this 
governmental policy, in removing from 
the hands of the banks $1,149,380,050 
of this medium of secondary reserve 
(amount originally outstanding $1,979,- 
952,150), is to reduce the supply of 
this investment medium in the market, 
while at the same time there is no re- 
duction in the demand for this type 
of bond. All of this results in an in- 
creased market price for the remaining 
Government issues outstanding and a 
continually decreasing return from in- 
vestment thercin. 

Those banks which continue to hold 
excessive amounts of this type of issue, 
useless for circulating purposes, are 
patently restricting the amount of in- 
come which can be derived from other 
secondary reserve assets that would be 


Te calling of the entire issue 


just as effective for their purposes. In 
order to suggest a constructive pro- 
gram at this point, the following pro- 
cedure is outlined: 

Chart I indicates a typical year taken 
from the five years’ experience of a 
certain bank, where the factors con- 
sidered were, specifically: 

(a) Monthly total credits to the de- 
posit account (gross deposits). 

(b) Monthly total debits to the de- 
posit account (gross withdrawals). 

(c) Net changes monthly in the 
deposit account as a result of the com- 
bination of factors (a) and (b). 

From this chart it is apparent that 
the experience of this bank indicates a 
regular expectancy of withdrawals in 
excess of deposits, or net decreases in its 
total deposits, each year in the months 
of March, August and December, re- 
spectively, to an amount of about 
$150,000. 

The practice of this bank in years 
past has been to utilize each year the 
funds made available through the ex- 
cesses of deposits over withdrawals in 
the months preceding March, August 
and December, respectively, for the dis- 
bursements required in each of these 
months. In other words, the bank 
considered itself fortunate in that 
money was made available within two 
or three months prior to the times when 
it had need of it. Consequently, its 
method of investment of these funds 
coming in was for the short term in 
call money, commercial paper, or 
bankers’ acceptances, etc., from which 
it was satisfied to receive the prevailing 
rate of return from year to year. 


SCANT PROFIT FROM THE SECONDARY 
RESERVE ACCOUNT 


A survey of the prevailing rates of 
return for the last seven years dis- 
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CHART 1 


A TYPICAL YEAR (BASED ON FIVE YEARS’ 
EXPERIENCE) SHOWING SEASON- 
AL FLUCTUATIONS OF A BANK 


200 
1S0 
100 


THOUSANDS OF DOLLARS 


© 


closes the fact that for five of those 
seven years, in the employment of the 
above-mentioned funds in short time 
investment, the bank’s experience was 
one where it did little better than break 
even, for the average return from call 
money, which closely approximates that 
of the other forms of short-term invest- 
ment, averaged 4.32 per cent. for the 
five years—1923 through 1927. 

In 1928 and 1929, however, its ex- 
perience was more satisfactory in that 
the average return from call money was 
some 6.83 per cent. which enabled it to 
realize a gratifying profit from the 
utilization of these funds in this short- 
term manner during those two years. 
The indictment of the policy of this 
bank is obvious in that for less than 
only 30 per cent. of the last seven years, 
on an average amount of $150,000 from 


GROSS 
DEPOSITS 


GROSS 
WITHDRAWALS 


NET 
DEPOSITS 


NET 
WITHDRAWALS 


J. /5NER 


month to month, did the management 
earn a profit. For the other five years 
of that time, it showed very little, if 
any, profit. 

The program which is being worked 
out in this bank, anticipating its experi 
ence for the years 1931, 1932 and 
1933, respectively, corrects the situa 
tion existing under its former policy. 

A consideration of the various pos’ 
sible means of meeting these withdrawal 
requirements will be constructive in 
clarifying the problem before setting 
forth the new program. Provision for 
these withdrawals might be made in one 
of the three following ways: 

(A) Liquidation at the time of with 
drawal of funds held in a floating 
secondary reserve in the form of: 

1. Short-term bonds having ready 
marketability and price stability; 
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2. Call money, commercial paper or 
bankers’ acceptances. From any of 
these forms of investment, the average 
return cannot be expected to be much 
in excess of some 4.40 per cent., if past 
experience and the apparent easy trend 
of money rates can be taken as guides. 

(B) Borrowing for the respective 
monthly periods of need from one of 
the two following sources: 

1. Federal Reserve upon collateral of 
rediscountable paper, or Government 
bonds. In either case, the differential 
of profit to the bank is hardly capable 
of covering the portion of operating 
expenses and overhead to be allocated 
to this operation. . 

2. Correspondent city bank upon 
collateral in the form of marketable 
securities which it may pledge. In this 
case, the coupon rates of the securities 
pledged may be sufficient to provide a 
slightly greater margin of profit to the 
bank above the rate which it may pay 
to its correspondent bank for the ac- 
commodation. However, the non- 


earning money represented by com- 
pensating balances maintained with the 
correspondent bank would reduce this 


profit. An important factor to be 
considered in addition here is that 
involving the continuing willingness or 
ability on the part of the correspon- 
dent bank to provide this accommoda- 
tion, to do which it has no obligation, 
as in the case of the Federal Reserve 
bank. Repayment of such loans would 
generally be possible the following 
month, for the experience indicates 
heavy growth of deposits in months 


CHART 2 
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subsequent to the months of disburse- 
ments. 

(C) Provision of funds coming due ai 
the months of excessive withdrawal by 
means of bonds purchased in anticipa- 
tion having maturities in those months 
during successive years. Chart II in- 
dicates the arrangement of maturities 
contemplated in the new program. The 
sum of $150,000 has been taken as the 
ideal amount to be provided each month 
during the next three years, in order 
to allow for the trend toward wider 
fluctuations, both as to receipts and 
disbursements, indicated in the five-year 
period considered in this bank’s experi- 
ence, as the growth of the bank has 
been definitely evidenced. 


A METHOD TO YIELD AT LEAST 5 PER 
CENT. 


The method (c) mentioned above 
for meeting the monthly withdrawal 
requirements obviates the necessity of 
realizing only a meager return from 
funds involved, such as results from 
methods (a) and (b) for the following 
reason: It is possible to secure bonds 
maturing in March, August and De- 
cember, respectively, in 1931, 1932 and 
1933, respectively, which will yield at 
least 5 per cent., and which will pro- 
vide all the assurance, required by con- 
servative standards of investment, of 
payment of principal and interest when 
due. 

Such a program of rotating maturi- 
ties will therefore meet the require- 
ments present in the customary experi- 


MONTHLY ARRANGEMENT OF BOND MA- 
TURIES IN THE SAME BANK 
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CHART 3 


NET DEPOSIT BALANCES 
| $600,000 i — AVAILABLE ANNUALLY For 
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ence of withdrawal in this bank and at 
the same time provide compensatory 
earnings from the money so invested. 
Bonds to yield 5 per cent., which meet 
these requirements, may be found and 
are properly to be included in the in- 
vestment program of the bank for these 
reasons: When the bonds of specified 
monthly maturities are purchased, it is 
because the desire exists to have the 
bonds mature at specific dates. There-is 
- no desire to sell them beforehand. Con- 
sequently, marketability at any moment 
would be a superfluous element of 
luxury. A return of 5 per cent. over 
a one to three-year period represents an 
increase of over 15 per cent. in income 
above the average return of 4.40 per 
cent. to be expected from short-term in- 
vestment of one to three months during 
a period of easy money rates, such as 
apparently lies before us. In dollars 
and cents, this increased income on 
$150,000, amounts to $900 per year. 


OTHER ADVANTAGES 


The primary advantage accruing to 
the bank following this improved pro- 
gram results from this circumstance. 
Formerly, its maximum net withdrawal 
experience was taken as the norm 
to be retained in its floating secondary 
reserve throughout the year, this 
amount all maintained in readily liquid 
or marketable assets. This provided a 
return which for the five years 1923-27 
averaged no more than close to 4.40 
per cent. Under the new program 60 


@) SHORT TERM 
INVESTMENTS 


LONG TERM IN- 
VESTMENT ACCORD- 
ING TO PREVAILING 
MONEY RATES 


REINVESTMENT IN 
SIMILAR PROGRAMS 
FOR SUCCEEDING 
YEARS AS PER 
CHART 2 


J.R Isner. 


per cent. of the bank’s former amount 
of secondary reserve fund is invested 
for specific monthly maturities to yield 
5 per cent. While a floating secondary 
reserve, consisting only of the remain: 
ing 40 per cent. will naturally have 
to be maintained in readily liquable 
form to meet its day-to-day needs, 
nevertheless, such an amount main- 
tained at a low rate of return is much 
less than formerly was necessary. The 
net result from the improved program 
would be materially increased earnings 
from the secondary reserve assets. 
There is a further and equally im 
portant advantage from the new pro 
gram lying in the resultant flexibility 
and freedom of action in the successive 
years, as will be apparent below. 
Whereas in the past, as the funds came 
into the bank in excess of withdrawals 
during nine months of each year as 
indicated on Chart I, the bank was 
forced to invest this money for the 
short term and for the resultant aver: 
age low income for the seven years 
from 1923 through 1929, inclusive; 
under the new program it will have 
an option in the years to come of in 
vesting the funds ($600,000 annually) 
made available in these nine months 
(See Chart III) for the short term if 
money rates happen to be high at any 
particular time. If, however, money 
rates are low, as the expectation seems 
to be, it may invest the money, thus 
provided, in long-term bonds with a 
current return of around 4.40 per cent., 
with the expectancy of additional profit 
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through the appreciation resulting from 
continued low money rates. In any 
event the requirements of this bank for 
withdrawal in March, August and De- 
cember in 1931, 1932 and 1933 will 
have already been taken care of as is 
shown in Chart II. 

It is to be understood that the pro- 
gram outlined herein is one which rep- 
resents an ideal situation. It is not con- 
templated as being possible of achieve- 
ment in one fell swoop, or to a degree 
100 per cent. perfect. However, to the 
extent that it is possible to attain such 
an arrangement of monthly maturities, 
squared off against monthly withdrawal 
exigencies, to a similar degree will the 
earnings statement of the bank reflect 
the obvious benefits. 

While the redemption of the more 
than a billion U. S. Treasury 3'1y’s of 
March 15 and September 15, 1932, as 
of March 15, 1931, has been taken as 
the occasion for introducing this im- 
proved program of monthly maturity 
rotation, it is by no means the sole 
means of securing funds with which to 
institute the program in a specific bank. 
Other means present themselves in the 
form of short-term bonds now held 
which do not conform to the specific 
bank’s withdrawal exigencies in so far 
as monthly maturities are concerned. 
Static bonds present another source of 
funds. Furthermore, many banks find 
in their loans and discounts a dispro- 
portionately high portion of their total 
assets. Their desire is to carve down 
this high percentage and the program 
herein outlined provides a profitable 
place to reinvest the funds to be de- 
rived from liquidated loans and dis- 
counts. At any rate, such a program 
is worthy the undertaking in order to 
approach nearer the goal of better bank 
management—a goal made necessary by 
the trend toward declining net income 
per dollar deposited. 


Cashier: You will have to bring some 
one here to identify you before we can cash 


this check. Do you have any friends in 
town? 
Stranger: No, I'm a tax collector. 


—American Banker. 
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NEW FINANCING THIS YEAR 


EW public financing in the 

United States during the first 

nine months to September 30, 
1930, excluding domestic and Canadian 
municipals, aggregated $4,492,642,000, 
according to preliminary compilations 
announced by Otto P. Schwarzschild, 
editor of American Underwriting Houses 
and Their Issues and manager of Na- 
tional Statistical Service, New York 
City. This total compares with $5,- 
280,818,000 for the same period of 
1929. 

The compilation reveals that J. P. 
Morgan & Co. led the list of invest- 
ment houses during the first nine 
months by heading syndicates amount- 
ing to $676,278,000. Harris, Forbes 
& Co., with $382,659,600, ranked sec- 
ond and Halsey, Stuart & Co., Inc., 
third with $305,215,000. 

From the standpoint of total business 
participated in, either as syndicate head 
or participant, Harris, Forbes & Co. ac- 
counted for the largest volume, with 
$1,287,764,000. The National City 
Company ranked second with $1,175, 
494,000 and the Guaranty Co. of New 
York third with $1,059,394,000. 

An analysis of the financing during 
the first nine months reveals that of the 
total new offerings of $4,492,642,000, 
bond and note issues aggregated $3, 
952,707,000 or over 88 per cent. of the 
total while stock issues amounted to 
only $539,935,000. Domestic public 
utility financing totaled $1,591,579,000, 
accounting for more than 35 per cent. 
of total offerings. Domestic railroad 
issues ranked second with $707,078,000. 
Canadian ‘corporate and other foreign 
issues aggregated $881,741,000 while 
new financing for financial and invest- 
ment companies totaled $272,920,000, 
of which over two-thirds comprised 
bond and note offerings. 


John: “Say, Mary, what is your idea of 
rigid economy?” 
Mary: “A dead Scotchman.” 
—Kansas City Banker. 





Banking Concentration 
Economies of Large-Scale Banking 


By JosEpH StaccG LAWRENCE 


E intense interest of the public 
in finance and economics has 
served in recent years to make it 

familiar with theories and terminology 
which were formerly the stock in trade 
of the professional student, an esoteric 
advantage which he did not seem dis- 
posed to share with the public. The 
latter retaliated with contemptuous in- 
difference. Education and self-interest 
have effected a partial rapprochement. 
It is therefore permissible to employ 
such an expression as diminishing re- 
turns with the confidence that it will 
convey a definite meaning to the aver- 
age reader. As applied to - the 


of the “Big Five” of Great Britain, 
the ten chartered banks of Canada 
(all great branch systems) and the 
national banks of the United States. 
From the latter, four representative 
groups have been selected. Group I 
contains our biggest banks, most of 
them with branch systems. Group II 
contains medium size city banks repre- 
senting all parts of the country. Group 
III contains small country banks in 
areas not suffering from regional or 
occupational blight. The last group 
contains the small country banks in 
distress areas. 

The great branch systems of England 


This is the third of a series of articles covering the present 
tendency toward concentration of banking into larger and larger 
units. Dr. Lawrence is the author of “Wall Street and Washing- 
ton,” which attracted wide popular interest last winter. He has 
devoted many months to the study of this present problem. These 
articles are based upon material which will be available this Fall 
in book form. 


economics of large-scale banking, we 
may consider it that point up to which 
an increase in size will bring increased 
net earnings. Beyond this point the 
further economies realized by growth 
will be more than offset by increased 
costs necessitated by greater size with 
the result that net returns diminish. 

It may be said of the banking busi- 
ness that, other things being equal, that 
bank which has the greatest ratio of 
deposits to capital funds should register 
the greatest earnings. This is due to 
the lower rates which deposit funds as 
contrasted to capital funds command. 
To cast light upon a priori prospects 
we have made a balance sheet analysis 
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and Canada possess a tremendous ad- 
vantage over the average American 
bank. The banks of New York City, 
when considered separately, are at the 
bottom of the list with a ratio of de 
posits to capital and surplus of 3.64 to 
one while the branch systems of Cali- 
fornia are well above the average. 
Among the four American groups the 
country banks in distress areas show 
the smallest margin of protection to the 
depositor. The first group, the big 
banks, has the largest margin only be- 
cause of the magnificent strength of the 
great New York banks. It is the heavy 
capital base of the latter banks which 
offers a partial explanation of their 
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excellent operation ratios. Net ex- 
penses include interest on deposits but 
not capital charges. 

RELATION BETWEEN CASH AND PROFIT 

Regarding cash and reserves we may 
repeat that, other things being equal, 
that bank which maintains the lowest 
cash supplies should realize the greatest 
earnings. Cash on hand or in the re- 
serve banks is a non-earning asset. 
It is to the interest of every bank to 
keep these two items at the lowest 
point compatible with the law or safety. 
Here we find American banks holding 
the edge over their Canadian and Eng- 
lish relatives. Among the American 
banks the third group, small country 
banks in healthy areas, manage to get 
along with the least cash and reserves 
as compared to deposit liabilities. 

Bank premises, like cash, do not add 
directly to the income of the bank. 
Here we find the great branch systems 
serving a wide area and the small 
country banks suffering by comparison 
with the banks of New York City. 
The latter employ but 8 per cent. of 
their capital and surplus for bank 


Ratio of total deposits to 
Capt. and Cash and 
surplus reserves 
Great Britain 
“Big Five” 13.96 to 
1 


7.74 to 


1 
Canada 
Ten chartered banks 9.68 to 


1 


9.84 to 
1 
United States 


All national banks 5.98 to 


1 


11.44 to 
1 
Big Banks 
Average capital and 4.50 to 
surplus $25,000,000 1 
Medium Size Banks 
Average capital and 6.66 to 
surplus $2,500,000 1 
Small Country Banks 
Average capital and 6.65 to 
surplus $265,000 1 
Small Banks in Distress 
Area 
Averaze capital and 7.23 to 
surplus $100,000 1 


9.72 to 
1 


10.74 to 
1 


15.88 to 
1 


11.58 to 
1 
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premises. The banks of Los Angeles 
have sunk 36 per cent. of their capital 
funds in buildings and San Francisco 
28 per cent. The returns from the 
latter two cities are dominated by state- 
wide branch systems. An examination 
of the detailed returns shows marked 
variations within each group which 
deprives generalizations of the signifi- 
cance which they might otherwise have. 
Outside of New York City the great 
banks do not appear to have an ad- 
vantage over the small banks in this 
matter. 

Where a bank has inadequate capital 
funds it is necessary to devote a part 
of the deposits to the maintenance of 
non-earning assets such as reserves, cash 
and premises. The relationship of total 
loans and discounts plus investments 
to total deposits is highly significant. 
In the British banks we find that only 
86 per cent. of their clients’ funds are 
on the job earning income. With the 
Canadian banks this rises to 100 per 
cent. In the first three American 
groups there is a comfortable margin 
between the sum total of loans, dis- 
counts and investments on the one hand 
and total deposits on the other. The 


Percentage —— 
Loans and 
discounts Investments Earning 
tototal tototal assets to 
deposits deposits deposits 


Bank 
premises 
to capital 
and surplus 


28 74 i2 86 


26 83 17 


23 78 34 


13 86 31 


26 83 35 


30 75 35 





600 


first group shows an interesting con- 
trast. The earning assets of the New 
York banks are equal to 122 per cent. 
of their obligations to other banks, the 
Government, and the public. In the 
case of the Los Angeles banks this 
amounts to only 99 per cent. 

These comparisons are all the result 
of balance sheet tests. Due to the in- 
adequacy of English and Canadian 
income and expenditure statistics it has 
been impossible to pursue this analysis 
into the other accounting dimension. 
Further examination must be confined 
to the American banks and such frag- 
ments of English experience as other 
students have excavated from the 
sketchy records of the English banks. 


OPERATING RATIO OF BIG BANKS 


Let us consider first the operating 
ratio of our big banks as compared to 
the other three groups. Here we find 


that the big banks not only have the 
lowest operating ratio for all the groups 
but have registered the greatest im- 


provement during the period 1921-29. 
In 1921 the banks in this first group as 
a whole paid out $82.50 in expenses 
for every $100 which they received in 
earnings. In 1929 this had dropped to 
$72.40. The clear margin of net profit 
had risen from $17.50 per $100 of 
earnings to $27.60. The net profit per 
$100 of earnings for the medium banks 
is $17.10 in 1921 and $20.90 in 1929. 
Operating ratios for small country 
banks hover around 80 per cent. during 
this period. For small banks in distress 
areas the ratios vary from 86 to 97 
per cent. with no definite trend. Gen- 
eralizations therefore may be made only 
with an emphatic caution to that effect. 
The record of our California banks 
taken alone and without the aid of the 
excellent New York scores is not as 
good as that of the medium size banks 
in the second group or the small coun- 
try banks in the third group. The 
New York banks show an amazing 
record. For the three years 1927-29 
they are able to set aside as clear profit 
approximately $3 out of every $10 of 
gross earnings. 
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One of the difficulties of the small 
bank with inadequate capital and un- 
certain business is the necessity of 
paying its chief executive officer a 
salary that comports with the dignity 
and responsibility of the position rather 
than with the amount of business done. 
This cuts rather heavily into its slender 
margin of earnings and we see ample 
evidence of this in the ratio of salaries 
and wages to gross expenses for our 
small banks in distress areas. The 
ninety-three national banks of South 
Dakota set aside 29 per cent. of their 
gross earnings for this purpose as 
compared to 13 per cent. for Maine, 
14.9 per cent. for Pittsburgh and 17.1 
per cent. for New York City. How: 
ever, the record for the California 
banks on this score is not so good. It 
is to be noted that the percentage for 
San Francisco jumps as soon as the 
returns for the Bank of Italy branch 
system are included in 1928. Although 
the great banks of New York are 
able to realize some economies in 
salaries and wages they are not shared 
by the far-flung branch systems of Cali: 
fornia. There has been an_ increase 
all along the line in the proportion of 
gross earnings allotted to the bank 
worker. 

The banks in the first group have 
an outstanding advantage in the rela- 
tive burden of taxes. These banks have 
cut down the proportionate parts of 
their gross earnings set aside for taxes 
by more than 50 per cent. during the 
last nine years and the economy applies 
to the banks in all three of the cities, 
New York, San Francisco and Los 
Angeles. In 1921 they were compelled 
to set aside $7.30 out of every $100 
earned while by 1929 this had been 
cut down to $3.60. This contrasts 
with $5.50 paid out by the banks in 
the second group; $5.90 by the banks 
in the third group, and $5.10 by the 
banks in the last group. We have here 
an entirely unsuspected economy in 
overhead in favor of the great bank. 
It is probably due not to any dis 
crimination in favor of the larger in 
stitution but rather to the greater 
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aggregate of gross earnings in relation 
to the taxable base. 


ECONOMIES OF LARGE-SCALE BANKING 


In spite of some of the very impres- 
sive economies of large-scale banking 
which our statistical study has revealed 
it must be borne in mind that the 
greater portion of these are attributable 
to the excellent record of the great 
banks of New York City. The expan- 
sion of banking in an agricultural com- 
munity or in a region that shows less 
intense commercial concentration may 
provide a verdict of an entirely differ- 
ent nature. There is a suggestion of 
this in the returns from San Francisco. 
For additional evidence on this subject 
we must turn to England and Canada. 

English banks have enjoyed the 
limelight of international attention for 
many years. Amalgamations, extending 


over a long period of years, had raised 
these institutions to a position where 
their supremacy remained unchallenged 


until the course of American concentra- 
tion forced one and then another 
American bank into the rank of 
charmed five and finally above them. 
The anticipated economies of large- 
scale banking are not sustained by 
English experience. Consider the fol- 
lowing table of expenses as a percentage 


of total working resources presented by 
Sykes. 


JOINT-STOCK BANKS IN ENGLAND AND 
WALES 


Expenses as a Percentage of Total Working 
Resources and Net Profits 


Percentage 
of total Percentage 
Number working _ of net 


of banks resources _ profits 


54 86 52 
54 88 60 
51 89 60 
41 89 77 
30 95 82 
23 1.08 89 
20 1.09 101 
20 1.08 103 
9 1.03 94 
7 1.06 89 
8 1.02 97 
2 1.04 111 
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In his conclusion that bank expansion 
had resulted in increased expenses, 
Sykes found himself in agreement with 
two other students who had examined 
the movement in its earlier phases. 
His analysis of expenses was compelled 
to proceed largely by inference and a 
process of elimination due to the lack 
of data. In two cases, those of the 
Union Bank of London and the London 
and Westminster Bank, he was able to 
trace the course of expenses and corre- 
late them with growth. For the Union 
Bank expenses showed a slight increase 
during the period 1879 to 1901 due 
to increase in staff salaries and direc- 
tors’ remuneration. In 1902 it ab- 
sorbed six private institutions and in 
1903 four other banks, three of which 
were of substantial size. Proportionate 
expenses immediately mounted more 
than 20 per cent. and remained there 
until the outbreak of the war. 


BRITISH EXPERIENCE 


The London and Westminster Bank 
starts in 1880 with eight branches and 
shows expenses for the first few years 
which amount to a little less than 
one-third of 1 per cent. of gross work- 
ing resources. As its branch structure 
grew so did the relative proportion of 
expenses. In 1908 with thirty-seven 
branches its expenses amounted to a 
little less than one-half of 1 per cent. 
of gross working resources. In 1908 
this bank combined with the London 
and County Bank. The proportionate 
costs of the two banks increased to 1.08 
per cent. of gross working resources 
and by 1913 had reached 1.26 per cent. 

So severely did the growth of ex- 
penses press upon profits that the 
banks passed the consequences of 
amalgamation back upon the depositor 
in the form of reduced rates upon de- 
posits. Until 1921 the rate on deposits 
had always been 1% per cent. below 
the bank rate. In that year the banks 
increased the margin to 2 per cent. 
With the Bank of England rate as it is 
today at 3 per cent. that means a 
return to the depositor of 1 per cent. 
One wonders how the American de- 
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positor, accustomed to rates ranging 
from 2.per cent. on very active ac- 
counts up to 4 per cent. on inactive 
accounts, would react to such an effect 
of concentration. 

In spite of the relief afforded by this 
step the pressure of expenses upon 
earnings continued so severe that an- 
other remedy, embraced at the expense 
of bank clients, was taken in 1924. 
Until that time the banks had been in 
the custom of accommodating the money 
market at a rate varying from one- 
quarter to one-half of 1 per cent. above 
the deposit rate. In that year the rate 
was raised so that now a uniform differ- 
ential of 1 per cent. prevails between 
the deposit rate and that paid for 
money market funds. 

Before suggesting any conclusion on 
the economies of large-scale banking it 
will be necessary to make a distinction 
between great systems scattered over 
a wide area, as those of Canada, Cali- 
fornia and England, and giant banks 
with or without branches serving a 
limited but densely occupied area such 
as New York City. On the whole it 
does not appear that the widely 
scattered systems possess any advantage 
over the unit bank. It is probable that 
for the most of these banks the point 
of diminishing returns has already been 
reached. In fact in some cases it may 
be out of sight. Whether the New 
York banks have reached this point we 
cannot say. The evidence is indeter- 
minate. 


BANK OF ITALY TO FINANCE 
AUTOMOBILE PURCHASE 


Tee establishment of a department 


of automobile financing, to finance 


the purchase of cars and provide 


an insurance service, has been an- 
nounced by the Bank of Italy, San 
Francisco. 

The new department will be under 
the direction of E. W. Milburn, vet- 
eran automobile financial expert and 
agency executive. Milburn is past 
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president of the Motor Car Dealers’ 
Association of San Francisco and of the 
Downtown Association, and is at pres- 
ent a member of the San Francisco 
Trafic Survey Commission. In the 
bank he will have the title of vice- 
president in charge of the automobile 
finance department. 

The new department will not only 
finance the purchase of cars through 
the bank, but will provide an auto 
mobile insurance service as well, to 
cover all types of risk, officers of the 
bank state. The setting up of the de- 
partment is in line with the bank’s an- 
nounced policy of creating a “depart- 
ment store of finance” to take care of 
every type of financial service that the 
average bank customer requires. 

E. W. Milburn was manager of the 
Greer-Robbins Co., Hupmobile distrib- 
utors, for nearly thirteen years. He 
served as president of the Downtown 
Association for two years and, after 
leaving that post in 1927, was named 
president of the Motor Car Dealers’ 
Association. 

“The formation of the automobile fi 
nance department and the fact that we 
have been able to obtain the services of 
E. W. Milburn to head it are two very 
decided forward steps that have been 
taken by the Bank of Italy in develop- 
ing its service to its customers and to 
the public at large,” said Arnold J. 
Mount, president of the bank. “The 
automobile business has grown so tre’ 
mendously that it was only a question 
of time before the Bank of Italy en 
tered it, from the standpoint of pro 
viding further financial safeguards. for 
the car owner. The service, which will 
eventually be state-wide, will concen: 
trate both the original financing and 
the insurance features within the bank.” 


BANKING’S HIGH REQUIRE- 
MENTS 


PROBABLY in banking more than in any 
other department of life, vision requires to 
be tempered by prudence and common sense. 
—The Duke of Buccleuch (Governor, Royal 
Bank of Scotland). 





Red “Profit” Figures 


An Increased Volume of Deposits May Mean Less Rather Than 
More Profits 


By W. J. IRvING 


F a business house increases its 
ex from $500,000 a year to 

$1,000,000—that’s fine business— 
isn’t it? 

Well, is it? More facts are needed to 
answer that question. If its net profit 
was 5 per cent. on the old volume, that 
was $25,000. If the new business is 
done at a net loss of 1 per cent. on the 
additional $500,000, the net profit on 
the $1,000,000 is now $20,000. 

A _nationally-known merchandise 


concern—three of them. He tipped 
Bill off and Bill, as a good bank em- 
ploye, with the aid of his bank’s new 
business department, got the account of 
the eastern concern. While the local 
bank balance would not be tremendous, 
it looked like good business—average 
balance probably about $1000 to start, 
and probably growing; no borrowing 
required. 

All this happened about a year or 
so ago. A few weeks ago the bank 


In this article the author cites some specific examples of deposit 
accounts which on the face appeared to be a reason for congratulat- 


ing the new business department but which after investigation 
proved to be a source of actual, loss and expense to the bank. He 
pleads for closer attention to the quality rather than the quantity 
of new business. 


counsel declared recently that, so great 
is the desire for volume, America is 
being “over-saled and under-sold.” He 
cited many instances of corporations 
last year that had actually lost money 
on a greater volume of business than 
had earned a profit the preceding year. 

Obvious moral: Be sure your new 
business is good business. 

Bill Jones has a good friend who is 
a real estate man—Henry Smith. Henry 
found local locations for a large eastern 


Average ledger balance 
educt for reserve and cash requirements 


Average in loanable funds 


Income three months at average net of 5.6 per cent. ......... 


got around to analyzing some typical 
accounts, this among them. Each of 
the three branch stores of the company 
makes a daily deposit, of which the 
bank must send an acknowledgment to 
the home office. Twice a week the 
bank remits the amount of the balance 
in excess of $300 (which is always 
retained) to the home office. Here’s 
what the analysis showed for a three- 
month period. 

It should be understood that these 


Expense 


Cost of handling 249 cash deposits with advices to home office $17.43 


st of remittances by draft 


Loss three months 
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figures will not apply universally. Each 
bank needs to conduct its own analysis. 
Costs will vary with size of institution, 
etc. Some banks now include an item 
for overhead; others do not.) 

In other words, it is costing the bank 
more than $2.25 a month to have the 
pleasant privilege of acting as local de- 
pository for this large national concern. 
The bank is now trying to get the home 
ofice to consent to weekly remittances 
instead of semi-weekly, to consist only 
of amounts in excess of $500 instead 
of $300. On this basis the bank figures 
that it can show the magnificent net 
profit of about $.75 per month. 


ledger balance 


Daily average 
= . “float” or uncollected funds 


realized balance 


Daily average 
= ™ reserve and cash deduction 


Average in loanable funds 


Income on combined accounts (30 days) 
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check isn’t cash but merely an order on 
a bank for cash, and its “proceeds” are 
not available for paying out or sending 
until the check has gone to the bank on 
which it was drawn, and that bank has 
remitted the cash (or transferred a 
credit on the books of the Federal Re- 
serve or other banks), so that checks on 
other local banks are “uncollected 
funds” for at least one day—until 
“cleared” at the clearing house—and 
out-of-town checks take longer to col- 
lect, mostly. 

When the bank got to the analyzing 
of this piece of “good business” here’s 
what it found: 


Regular Pay roll 


$3,100 
100 


3,000 
341 


$2,659 


Income 
$43.66 


Interest at 2 per cent. (on daily balances of collected funds 


less $2000 free balance) 
2966 city checks deposited 
103 transit items deposited 
157 checks issued against regular account 


769 checks issued against payroll account 
117 deposits handled 


Loss over period of 30 days 


ANOTHER “FAT” ACCOUNT 


The account secured some years ago 
by Frank Smith, another good employe, 


looked a lot fatter and better. It has 
averaged over $10,000 and there is also 
a pay roll account averaging over $3000. 
there are no remittances, because this 
is a local concern. Its business consists 
of selling a considerable number of 
products of small individual values, so 
that it has on its books a large number 
of customers whose monthly purchases 
average rather small amounts, for which 
they send a monthly check. Some of 
these checks come from customers out- 
side of town, but most are on local 
banks. Of course we all know that a 


124.09 


$80.43 


This begins to look serious. The 
bank is paying nearly a thousand dol- 
lars a year for the privilege of carrying 
this company’s accounts, whose balances 
look as if they averaged nearly $15,000 
with no borrowing! To break even the 
bank would have to have average bal- 
ances of over $30,000, and to make as 
much as $5 a month it ought to have 
at least $32,000. 

It used to be the bank’s practice, in 
common with nearly all other banks 
eager for growth, to invite commercial 
and savings accounts of any size, care- 
fully scrutinizing them only when a 
line of credit was involved. Many an- 
other bank began some years ago to 
analyze the larger active accounts, and 
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to reason with those depositors on the 
subject of “float” or uncollected funds, 
and insufficient balances, especially 
where the account was very active, in- 
volving a large number of transactions. 
To carry a running analysis of the 
smaller accounts, however, would in- 
volve unwarranted additional expense, 
and only recently have banks analyzed 
typical accounts to arrive at some gen- 
eral principles on which to appraise the 
value of any account. 

It is probably true that the profits 
earned on one-third of all the checking 
accounts at banks help pay the cost of 
handling all the commercial accounts at 
the banks. The experiences of many 
banks would indicate this. 

Many another bank has trod the same 
path, and many bank officers have had 
a rude awakening, with a slight or 
severe headache as the case might be, 
at the results of some of these analyses. 


A CASE OF EDUCATION 


Of course it is the banks’ own fault. 
They have gone out into the highways 
and byways and invited them all to 
come in, and deliberately educated them 
to expect such service. They (the cus- 
tomers) have freely assumed that the 
banks were getting rich by lending 
money at 6 per cent. on which the bank 
paid 4 per cent. on savings accounts, or 
only 2 per cent. on checking accounts, 
and in some cases no interest at all. 

The banks have said to all the pub- 
lic, “Pay the butcher, the baker, the 
candlestick maker by check, thereby se- 
curing a receipt for each bill paid.” The 
public has learned that lesson well. Too 
often customers have paid by check be- 
fore they had deposited the funds in 
the bank. Nowadays it seems nearly 
all of them are using the small re- 
mainder of the insignificant balance 
they used to maintain in their personal 
checking accounts to keep up their in- 
stalment payments. 

Recent attempts at cost-accounting 
tend to show that every check thus 
drawn costs the bank on which it is 
drawn not less than five cents, and 
probably nearer seven cents. 


Many of the small checking accounts 
are maintained by people who in these 
days get their semi-monthly pay by 
check drawn on another bank, and have 
their own checks, in large numbers, all 
ready to send out on the same day, if 
not the day before they deposit that 
check. The best the bank can do is to 
get the money from the clearing house 
the next day, and often before it is 
actually in the bank’s hands it is pay- 
ing the butcher, the baker and the 
candlestick maker. 

Then the merchant or business man 
who receives a large number of out-of- 
town checks for deposit presents quite 
another problem. Unless educated, he 
is likely to think that he always keeps 
a large balance in his bank account, 
whereas the actual realized and loanable 
funds may be only half what his books, 
or even the bank’s books, may show. 
Probably the greatest business in the 
world exemplifying this situation is that 
of a national weekly magazine. 

Imagine the number of $1, $1.50 and 
$2 checks, drawn on almost every bank 


in North America, pouring into the de- 
pository of the publishing company— 
but the actual cash must be, on the 
average, available not. less than three 
days after the deposit. 


WHY DIVIDENDS COME HARD 


Under all such conditions, it has been 
a real achievement to pay dividends on 
bank stock. Considerations like these 
are, of course, back of the very wide- 
spread movement throughout American 
banks, evidenced by the rapidly growing 
custom of making a monthly service 
charge on all checking accounts with 
balances under a certain minimum, and 
by such actions as those of the clearing 
house associations providing for a free 
balance of $2000 or more on checking 
accounts before the customary interest 
is paid on the excess, and the small free 
balance of $5 or more in savings ac 
counts. 

These actions, however, by no means 
cover the situation. As every banker 
knows, a very small balance in which 
no action takes place may be profitable, 
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while a very large balance that is ex- 
ceedingly active may be very costly. 

Obviously the only proper solution of 
the problem of unprofitable accounts al- 
ready on the books is to analyze enough 
accounts to find out what general rules 
of conduct would be desirable, and then 
undertake to educate depositors by very 
tactful word of mouth. 

But most important is the obvious 
conclusion that before soliciting any 
business, particularly in checking ac- 
counts, the bank should find out just 
what the nature of the account is going 
to be and its probable activity and with 
the aid of its analysis department and 
the banking officers who supervise it, 
determine whether the account should 
be sought at all and, if so, on what basis. 


PROGRESS FOR CAREFUL 
INVESTORS 


T is in times like the present that 
l careful investors make the greatest 

financial progress, it is pointed out 
by the Investment Research Committee 
of the Financial Advertisers Associa- 
tion in a resume of conditions in the 
bond market at the present time. Sum- 
marizing the situation at this time, the 
statement says: “In bonds, investors can 
now buy more income for less money, 
and enjoy the higher rate of interest 
for years to come. And it is not to be 
forgotten that bonds purchased at cur- 
rent prices may, later, show apprecia- 
tion in market value. It is a time for 
confident action in taking advantage of 
present investment opportunities in the 
bond market.” 

In the discussion, it is pointed out 
that commodity prices have now reached 
a lower level than at amy time since 
1916, resulting in an enhanced pur- 
chasing power of a dollar, which adds 
to the unusual advantage of fixed in- 
come-bearing securities. When com- 
modity prices are on the decline, bond 
income is worth more in purchasing 
power. “A time like the present is 
emphatically the time to buy bonds,” 
the statement says, “because it is to the 
individual's own interest to do so. He 
stands to profit in various ways from 
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investing in sound bonds when business 
is at a low ebb. 

“The usual increase in retail buying 
through the fall—and for the Christmas 
holidays—will soon be under way. 
Dealers’ shelves are virtually empty. 
Hand-to-mouth buying—while it means 
decrease in business in a period of fall- 
ing prices—also means a quick increase 
in buying as conditions reverse. The 
commodity price line is showing a ten- 
dency to stabilize. 

“Investors should realize that the most 
favorable time to buy bonds is before 
the turning point is reached—while 
commodity prices are low—and also 
before the bond market fully responds 
to the effect of low money rates. Bond 
prices are still low compared with the 
long-trend average. Outstanding values 
are to be found among the issues which, 
though sound, are less well known than 
the market leaders. The time to invest 
is now, before increasing demand pushes 
bond prices to higher levels, carrying 
with them even the attractive bargains 
that are yet available in the less well 
known issues.” 


MONEY CONDITIONS AFFECT- 
ING HOME OWNERSHIP 


Money conditions affecting home ownership 
have been disclosed in a survey conducted 
by the Mortgage Bankers Association among 
members in thirty-three states. They have 
reported as follows concerning first mortgage 
lending operations in their territories: 

The average rate of interest on first mort- 
gage loans on both city and farm properties 
ranges at present from 5% per cent. to 6 per 
cent., little variation having been noted 
throughout the years 1928, 1929 and 1930. 

The supply of first mortgage money for 
new loans is at present adequate to meet the 
needs of practically all territories with some 
localities reporting a supply somewhat in 
excess of normal demands. 

A noticeable improvement in the activity 
of the city and farm real estate market has 
been noted throughout the year in a num- 
ber of territories. Very few localities report 
any appreciable decline in 1930 real estate 
transactions as compared with 1929. 

City and farm real estate occupancy figures 
show a steady improvement so far in 1930. 

A diminishing number of foreclosures and 
delinquencies reported by banks and mort- 
gage companies indicates that a desirable 
point of stabilization is being realized. 





Taxes on Interest and Discount 


Preparation of Proper Supplementary Records to Avoid the Over- 
payment of Income Tax 


By R. D. Bonn 
Of R. D. Bond & Co., Public Accountants, Detroit 


r | SHE subject matter in all of the 
preceding articles in this series 
has been concerned with the 

proper treatment of expense deductions 

allowable in computing the bank’s 

Federal income tax liability. In this 

article we deal with the principal 

revenue item of a bank. 

Upon first thought it probably ap- 
pears to most of us that, as far as 
the earnings from loans, discounts and 
investments in bonds are concerned, 
the Interest and Discount account re- 
flects the income to the bank from this 


tions—which have been handed down 
by the Treasury Department, Board of 
Tax Appeals, and the courts—we arrive 
at a simple explanation of the cash basis 
as being a method which accounts for 
income only when it has actually been 
received or made available to the 
claimant. Under the same circum- 
stances, a simple explanation of the 
accrual basis is a method which ac 
counts for income when the right to it 
accrues. Interest accrues on a loan 
from day to day, although the amount 
will not be reduced to possession until 


source and that there should be no_ the due date of the note. 


—_—_—————__a=~=e=xx=x=—[m_—_~sS=—aS>—e~—>—o——o—_>_>_>____—_—_—_—=—=—==: 


This is the fifth of a series of articles discussing problems of the 


Federal Income Tax that are peculiar to banks. Mr. Bond, who 
has specialized on this subject, has found that many banks fail to 
get proper credit for actual losses on their income tax returns 
through improper accounting methods. A limited quantity of back 
numbers is available for new readers who are interested in complet- 


ing their file of the series. 


necessity for an analysis of the items 
making up the total. 

Further consideration, however, 
makes it plain that it must first be 
determined upon what basis the income 
of the bank is to be reported and 
whether or not the method of reflecting 
interest and discount earnings in the 
revenue account meets the requirements 
of the basis to be used. 

The Treasury Department recognizes 
the cash basis and the accrual basis of 
accounting. 

Forgetting for the moment the 
numerous rulings and decisions pertain- 
ing to the treatment of specific transac- 
608 


MOST BANKS USE CASH BASIS 


Banks using the cash basis or a 
method of accounting which resembles 
the cash basis more closely than it re- 
sembles the accrual basis, are in the 
majority, although a great number of 
banks set up accounts which attempt to 
reflect accrued interest earnings and 
accrued interest expense, in combina: 
tion with the cash basis. Where this 
combination occurs the system, oF 
method of accounting, is referred to 
as a hybrid system or hybrid method, 
and on account of the inconsistency of 
such a method—being neither cash nor 
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accrual in its entirety—it is not gen- 
erally permissible for Federal income 
tax purposes. 

It is not necessary that an item of 
income be actually reduced to cash to 
be taxable as income, on the cash basis. 
It is sufficient that the item be received 
or available and subject to demand and 
that it has a cash value. For example: 
It sometimes happens that real or per- 
sonal property is taken over in satisfac- 
tion of an indebtedness and where the 
property has a cash or market value 
equal to the indebtedness plus the in- 
terest due thereon, it can be said that 
the interest has been received. How- 
ever, a mere promise or offer to turn 
over property in satisfaction of an in- 
debtedness or in payment of an interest 
item, without any further action on the 
part of a debtor, would not constitute 
receipt by the bank nor make the in- 
terest available in the sense used here. 

Interest added to the _ principal 
amount of a note would not constitute 
income where the cash basis is used, 
but it would where the accrual basis 
is used, to the extent that it represents 
interest on the principal sum for the 
period falling within the taxable year. 

In order to obtain an actual accrual 
basis of accounting it is necessary that 
all items of expense as well as all items 
of income be accrued at the end of 
each accounting period, so that charges 
for expense and credits for income will 
be properly apportioned to the period 
which they benefit. 

A taxpayer is required to file Fed- 
eral income tax returns on the basis 
that its books are kept, either the cash 
basis or the accrual basis; and where 
there is a slight deviation from either 
method in the keeping of books, ad- 
justment should be made for income 
tax purposes so that the returns will 
reflect the method or basis which pre- 
dominates. After determining the basis 
to be used, an analysis of the items 
which go to make up the total reflected 
in the interest‘ and discount account 
should be made. 

A systematic analysis of this account 
will disclose, principally, four major 


facts: (1) interest received from non- 
taxable securities; (2) credits entered 
from discounted paper as distinguished 
from interest on straight loans; (3) 
credits arising from profits on’ specific 
transactions which sometimes are re- 
flected in this account, together with 
credits entered as offsets to reserve ac- 
count adjustments; and (4) interest on 
straight loans—notes, mortgages, etc. 


NON-TAXABLE INTEREST 


The purpose of segregating the non- 
taxable interest items does not call for 
much explanation; however, too many 
banks are inclined to hurry through the 
task of scheduling the items of non- 
taxable interest with the result that 
there is either an overstatement or un- 
derstatement of the amount which 
should be excluded from the net taxable 
income. 

The most desirable schedule of non- 
taxable interest items is one which will 
reflect in chronological order the in- 


dividual items making up the total 
amount excluded from income and a 
very short description of the security or 


source of the income. For example: 
If interest was received on January 15 
from Wasenaw County school bonds, 
the item could appear in the schedule 
thus: 1/15 Wasenaw County Sch. 
18.00. The purpose of scheduling the 
items in such a manner is that the items 
of non-taxable interest may be checked 
easily, as well as for the effect it has 
of exactness in deriving the full bene- 
fits which the taxpayer is entitled to, in 
excluding all non-taxable interest. 
Another method of arriving at the 
total of non-taxable interest—which has 
been used in some cases but is not 
recommended here—is one where an 
analysis of tax exempt securities is made 
for the purpose of applying the known 
rates of interest to the face value of 
the various classes of security for the 
period of ownership. Such a com- 
putation can at best be only a good 
estimate of the total amount of non- 
taxable interest which should appear in 
some revenue account. There is not the 
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high degree of accuracy in this estimate 
method that is found in the detail analy- 
sis method first described. 

Interest received from promissory 
notes of a municipality, state or territory 
is exempt from Federal income tax for 
the same reason that the interest on a 
municipal or state bond is exempt, but 
in a great many cases this fact is over- 
looked in the preparation of a schedule 
of non-taxable income. 

The real test of tax exemption, where 
a doubt exists, is whether or not the 
obligation from which the interest is 
derived is in fact an obligation of a 
municipality, state or territory. 

Particular attention is directed to the 
fact that Section 22 (b) (4) of the 
Revenue Act of 1928 refers to interest 
upon “obligations of a state, territory, 
or any political subdivision thereof” as 
being tax-free interest, so that it is just 
as important to exclude from income, 
interest received on notes issued by a 
state, county or school district as it is 
to exclude the interest represented by 
coupons clipped from bonds issued by 
the state, territory or political sub- 
division. 

Inasmuch as state and county activi- 
ties are so varied, it is a difficult matter 
to enumerate the many kinds of obliga- 
tions that can give rise to tax-free in- 
terest as contemplated in the revenue 
act, so that stress must be placed upon 
the meaning of obligation. 

Interest on tax sale certificates is not 
interest on an obligation of a county 
and consequently is not tax-free; how- 
ever, interest on a claim against a 
municipality under condemnation pro- 
ceedings is interest on an obligation of 
a political subdivision and is therefore 
exempt from income tax. 

The extent to which interest received 
from state, territory and political sub- 
division obligations is exempt is cov- 
ered in general terms by Article 84 of 
Regulations 74, as follows: 


Interest upon the obligations of a State, 
Territory, or any political subdivision thereof, 
or the District of Columbia is exempt from 
the income tax. Obligations issued by or 
on behalf of the State or Territory or a 


duly organized political subdivision acting 
by constituted authorities empowered to 
issue such obligations, are the obligations of 
a State or Territory or a political sub- 
division thereof. The term “political sub- 
division’’ denotes any division of the State 
or Territory made by the proper authorities 
thereof acting within their constitutional 
powers. Political subdivision of a State or 
Territory, within the meaning of the ex- 
emption, include special assessment districts 
so created, such as road, water, sewer, gas, 
light, reclamation, drainage, irrigation, levee, 
school, harbor, port improvement, and similar 
districts and divisions of a State or Territory. 


Where the cash basis of accounting 
is employed, interest is income when re- 
ceived, unless the interest is received 
through the medium of coupons, in 
which case the amount is considered 
to be constructively received on the due 
date of the coupon. Although there is 
no really important issue involved when 
the interest earning is from tax-exempt 
bonds, all coupons should be collected 
immediately upon the due date, so that 
if there ever is a question raised con- 
cerning the tax-exempt status of a cer’ 
tain obligation, there will not be the ad- 
ditional confusion as to when it is 
taxable. 

Other items of income which are tax- 
exempt when received by a corporation 
are: interest on obligations of. the 
United States or its possessions; interest 
on securities issued under the Federal 
Farm Loan Act, or under such Act as 
amended; dividends on stock of a Fed- 
eral Reserve bank; dividends on stock 
of a domestic corporation, etc. 

In addition to the foregoing, the gain 
arising from the sale or disposition of 
Treasury bills after June 17, 1930, is 
exempt from all taxation (except estate 
or inheritance taxes) now or hereafter 
imposed by the United States, any state, 
or any of the possessions of the United 
States, or by any local taxing authority. 
Nor is a loss which might be sustained 
from the sale or other disposition of 
Treasury bills recognized for the pur 
poses of income tax. 

In the case of Bunn v. Willcuts, 29 
Fed. (2d) 132, (reported in volume 7, 
American Federal Tax Reports, page 
8281) the U. S. District Court, Dis 
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trict of Minnesota, held that a tax on 
income arising from the sale of munici- 
pal bonds was invalid. This decision 
was afharmed by the U. S. Circuit 
Court of Appeals, 8th Circuit, and the 
case is now before the U. S. Supreme 
Court. The outcome of this case will 
be particularly interesting to large in- 
vestors in municipal bonds and obliga- 
tions of a like kind. 


DISCOUNT 


Ordinarily we give slight attention 
to the distinction between interest earn- 
ings and discounts. In one sense they 
are one and the same to the bank, but 
from an income tax viewpoint they are 
not. 

Items credited to interest and dis- 
count account on the bank’s books, rep- 
resenting what we are accustomed to 
refer to as “interest collected in ad- 
vance,” are in fact not earnings but on 
the contrary are anticipated earnings. 

In several cases coming before the 
U. S. Board of Tax Appeals the gist of 


the decisions is that discounts remaining 
uncollected within the taxable year, 
where the taxpayer’s books are kept on 
the cash basis, are to be excluded from 


income. Following this rule, an item 
representing the discount on a ninety- 
day note, dated November 1, 1930, 
should be excluded from income for the 
taxable year ending December 31, 1930. 
Likewise, a discount which was credited 
to income (interest and discount) in 
the taxable calendar year 1929, al- 
though not collected (or earned) until 
some time during 1930, should be 
picked up and included as income for 
the year 1930, even though a tax might 
have been erroneously paid on the 
amount of such a discount as part of 
the net profit for the year 1929. 
_ Where the accrual basis of account- 
ing is employed, it would be proper to 
exclude from income of the taxable year 
the Proportion of a discount which re- 
mains unearned at the close of the year. 
There are generally in use two meth- 
ods of accounting for discounts where 
the true accrual basis of accounting is 


followed. One method is to credit all 
discounts to a reserve for unearned dis- 
count and adjust the account periodi- 
cally by a charge to the reserve account, 
which is offset by a credit to income 
(interest and discount) in order to re- 
flect, as income, the earned portion of 
the discount. The other method is to 
credit all discounts to income at the 
time the paper is discounted and make 
adjustments for the unearned portion 
by maintaining a reserve for unearned 
discounts through offsets to the revenue 
account which has been previously 
credited. 

Cases of record upon which the fore- 
going described procedure relies for au- 
thority are: Chatham and Phenix Na- 
tional Bank, 1 B. T. A. 460; The Bank 
of Hartsville, 1 B. T. A. 920; Madison 
and Kedzie State Bank, 1 B. T. A. 922; 
First National Bank of Sonora, Tex., 
6 BT. A. 555; National Bank of South 
Carolina, 10 B. T. A. 643; First Na- 
tional Bank of Stoughton, Wis., 2 B. 
T. A. 586; Bank of Rockingham, 3 
B. T..A. 1137. 

In following these cases the reader 
will be impressed with the fact that the 
income tax of one particular year is 
based upon the correct amount of dis- 
counts earned in that year regardless of 
the fact that the taxpayer may have 
paid a tax on some of the items in a 
prior year. Under such circumstances 
the taxpayer is admonished to use 
great care in preparing an analysis of 
unearned discounts at the end of each 
taxable year, in order that a tax will 
not be duplicated. 

The result of an income tax examina- 
tion, wherein it is discovered that dis- 
counts are properly taxable in a year 
subsequent to the one in which the 
bank has reported them, would impose 
a real hardship in the event that, be- 
cause of the statutes of limitations, a 
refund of erroneously paid taxes could 
not be secured. 


OTHER CREDITS 


Because the Interest and Discount ac- 
count is the principal revenue account 
of a bank, it is quite often used as the 
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dumping ground for profits realized on 
sales of bonds, special profits, etc. 

The purpose of analyzing the account 
for special credits, or credits on specific 
transactions, is that the accountant who 
is making up an income tax return may 
be furnished with clues to transactions 
which might require a special schedule 
in connection with the return, as well 
as to put him on his guard against an 
erroneous computation of profits. Some 
of the many credits which have been 
found in this account are appreciation 
on real estate, bonds written up to par 
when purchased at a discount, profits 
on bonds, dividends paid in stock, etc. 
Naturally none of such credits have any 
place in the Interest and Discount ac- 
count, but if an analysis of the account 
was not made, the chances are that 
some really important feature of the re- 
turn would be overlooked. 

When superficial examinations of the 
bank’s books are made for the purpose 
of verifying income tax returns pre- 
viously filed, the natural trend is to- 
ward a check in the expense accounts 
more than on revenue accounts, prob- 
ably on the assumption that no revenue 
account would be overstated. How- 
ever, the examiner or accountant who 
has had a wide experience in bank sys- 
tems does not assume much of anything 
and is constantly on guard against what 
might be classed as arbitrary account- 
ing procedure. 

One of the principal reasons for an 
analysis and schedule of special credits 
is that a clear picture can be drawn of 
the offsetting debits and credits to re- 
serve accounts. Not all banks, of course, 
or even a majority of them, will create 
and maintain throughout the entire year 
reserve accounts by offsetting entries in 
the Interest and Discount account, but 
it is a rare case where sometime dur- 
ing the year at least one or two entries 
will not be found which have an effect 
upon reserve accounts. 

The proper treatment of reserve ac- 
counts where they appear in combina- 
tion with the cash basis of accounting 
as well as in connection with the ac- 
crual basis, has been described, so that 
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the point of importance in showing up 
their offsets in the interest and discount 
account is that a working knowledge 
of what has been done is obtained. It 
is then only a matter of accounting 
procedure to make such adjustments as 
are necessary in the preparation of a 
correct return of income. 

The balance of interest and discount 
account remaining after eliminating 
nontaxable income, discounts, and 
special credits should account for the 
earnings on straight loans. It has been 
found, however, that there are credits 
quite often appearing in the account 
which record the interest “carrying 
charge” on other real estate. Such 
credits—not being an actual earning— 
should be eliminated entirely or credited 
to undivided profits account. 

The usual explanation for adding an 
interest-carrying charge to real estate 
taken over in satisfaction of an indebt- 
edness, is that the interest on funds 
tied up in this manner should be taken 
into consideration as part of the cost of 
the property. From the standpoint of 
arriving at a profitable selling price the 
addition of interest is a sound policy, 
but it has no place in correct income 
tax accounting. It will not be allowed 
as a part of the cost of such property, 
even though an income tax has been 
paid in prior years on such additions. 
Double taxation is quite likely in the 
event that proper adjustments are not 
made to eliminate these interest “carry- 
ing charges” from the Interest and Dis 
count account, and the fault can only 
be charged to the taxpayer. These 
credits do not usually come to an ex’ 
aminer’s attention until a sale of the 
property concerned is made, because he 
finds no necessity for examining the cost 
figures on other real estate until the 
sale of such property is reported. 


SUPPLEMENTAL RECORDS 


In building up the Reconciliation of 
Income statement and the Amended Bal- 
ance sheets, a process which has con- 
tinued throughout the preceding articles 
in this series, we now come to the cor’ 
rective adjustments necessary to reflect 
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EXHIBIT 


“An 


AMENDED BALANCE SHEET 
Name of Bank 


January 1, 1928 
Date 


ASSETS 


Per Books 
Cash on Hand and in Banks $232,124.17 
Loans and Discounts 482,646.46 
Other Stocks and Securities 40,500.00 
U. S. Bonds 110,000.00 
Other Bonds 80,000.00 
Banking House 40,000.00 
Furniture and Fixtures 2,500.00 
Mechanical Equipment 


Other Real Estate 17,555.19 


Reserve for Depreciation 


Undivided Profits 


Adjustments 


Debit Credit Amended 


$232,124.17 
484,146.46 
41,500.00 
110,000.00 
487,200.00 
69,000.00 
4,000.00 
5,000.00 
16,000.00 


$ 
(7) 2,500.00 


,000.00 
,000.00 


(6) 1,555.19 


$ 


(5) 13,600.00 
(1) 4,000.00 
(2) 1,000.00 
(3) 7,200.00 


(4) 35,500.00 


Explanation of Adjustments 


Note of John Doe ordered written off by bank examiner on November —, 1927, 
which was not then definitely ascertained to be bad. (See credit files for further 
information. ) 
To restore to balance sheet, stock of the A-B Company ordered charged off by 
bank examiners on November —, 1927, but added back to income for tax purposes. 
The loss is not yet known to be final. 

To restore premiums, less discounts, on bonds purchased prior to January 1, 1928, 
and which were still on hand as at that date. 

To restore to cost of property accounts the depreciation which has been credited 
direct to such accounts and to restore the cost of mechanical equipment previously 


charged to expense. 


To set up the corrected depreciation charges to date in a reserve account. 
To eliminate as part of the cost of other real estate, interest and taxes added to 


the account in error. 


To eliminate the discount credited but uncollected during the year 1927 on $250,000 


of discounted paper. 


the proper treatment of items appear- 
ing in the Interest and Discount ac- 
count. 

In order to describe the adjustments 
which are added to the Reconciliation of 
Income statement and Amended Balance 
sheets—exhibits A, B and C—we must 
assume certain facts, as follows: 

Of the $482,646.46 shown on the 
bank's books as loans and discounts at 
January 1, 1928, $250,000 represents 
discounted paper upon which discounts, 


in the amount of $2500 have been 
credited to Interest and Discount ac- 
count during 1927 and are consequently 
reflected in undivided profits as of Jan- 
uary 1, 1928. Following the rule pre- 
viously described, where the books are 
kept on the cash basis, we must elimi- 
nate the $2500 from undivided profits 
as of January 1, 1928; and assuming 
that all of the $250,000 of discounted 
paper was collected or that in any 
event the discount credited in the year 





“FIRST 


NATIONAL BANK of 
BOSTON 
* 


A CONDENSED STATEMENT of CONDITION 


(Covering all Offices and Foreign Branches 
as of September 24, 1930 


; RESOURCES 
Cash and Due from Banks $96,504,569.32 
United States Securities 50,212,332.16 
Loans, Discounts and Investments 494,805,541.01 
Banking Houses 15,569,975.52 
Customers’ Liability Account of Acceptances 41,595,217.18 
Accrued Interest Receivable and Other Assets. ... 4,849, 429.34 


Total $703,537,064.53 
LIABILITIES 
$44,500,000.00 


40,057,305.96 $84,557,305.96 
Reserves, including Interest, Taxes, Dividend, and 
Unearned Discount 6,668,318.01 


Liability as Acceptor or Endorser on Acceptances 

and Foreign Bills 72,711,931.10 
Items in Transit with Foreign Branches and other 

Liabilities 810,467.74 
Deposits 538,789,041.72 


Total $703,537,064.53 


The stockholders of The First National Bank of Boston beneficially own 
the capital stock of Old Colony Trust Company (capital $5,000,000, sur- 
plus, guaranty fund and profits $5,446,362) and the capital stock of The 
First National Old Colony Corporation (capital and surplus $25,000,000). 
The figures of these companies are not included in the above statement. 
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EXHIBIT “B” 
RECONCILIATION OF INCOME 
1928 
Year 


Name of Bank 
Net Income as Shown by Books 
ADD 
(a) Bad Debts—Not Allowable 
(b) Premiums Capitalized (Ex. E) 
(c) Depreciation Taken 


(d) Discount Collected 1928—Credited 1927 


DEDUCT 

(g) Bad Debts—Charged Off Prior Years 
(h) Loss On A-B Company Stock 

(i) Premiums Extinguished (Ex. D 

(j) Corrected Depreciation 


(k) Discounts Credited 1928 but Uncollected 


(1) Non-taxable Interest 


Address 


$10,000.00 
875.00 
1,000.00 
2,500.00 


$4,000.00 
1,000.00 
3,475.00 
3,580.00 
3,000.00 
12,000.00 


Adjusted Net Income Subject to Tax 


Explanation of Adjustments 


(a) Notes of J. J. Jones ordered written off by bank examiner on November —, 1928, 
which were not definitely ascertained to be bad during the year 1928. Debtor owns 
farm lands which he hopes to sell in order to pay at least a part of the notes 
due us. 

(b) To restore to income, premiums paid on the purchase on bonds during the year 1928, 
which were charged to expense. 

(c) To eliminate depreciation taken on books in lump sum amounts. 

(d) To add to income discounts collected during the year 1928, which were erroneously 
credited to income in the year 1927. 

(g) Note of John Doe ordered charged off by bank examiner in 1927, which was not 
then ascertained to be worthless, and which was restored to income for the year 
1928. It was definitely determined to be worthless in 1928. 

(h) To deduct, as a loss sustained, stock of the A-B Company which was ordered 
charged off in 19277 by bank examiners but restored to income for that year and 
to the balance sheet as at 12/31/27 (1/1/28). This loss was actually sustained 
in the year 1928 as evidenced by records on file at our office showing bankruptcy 
proceedings, etc. 

To deduct as part of the cost of bonds sold during the year 1928, premiums attach- 
ing thereto and which had previously been charged off but restored to income and 
cost of bonds for income tax purposes. 

To reflect as expense the correct depreciation as shown by supplemental deprecia- 
tion schedule. 


To exclude from income for the year 1928 discounts which remain uncollected at 
December 31, 1928. 


Interest received on U. S. Government and municipal bonds shown by schedule at- 
tached to return. 


1927 was collected in 1928, we must 
account for the $2500 as income for 


Item (d) in exhibit B shows the 


the year 1928. 


Item 


method of adjusting the balance sheet 


as at the beginning of the taxable year 
under review. 


(7) in exhibit A shows the © 


method of accounting for the discounts 
collected during 1928 which were er- 
roneously credited to income during the 
year 1927. 

Assume now further facts in connec- 
tion with discounts credited during the 





service 


24 hours a day... 


THE SERVICE of the Bell 
System never stops. Every 
minute, through the night as 
well as through the day, it is 
working. 

One reason why the tele- 
phone is used more and more 
each year is that it is so easy 
to use. Operators are quick 
to answer switchboard signals; 
connections are completed 
promptly. 

Making the service attrac- 
tive is sound merchandising. 
At the same time it is in the 
public’s interest. For one per- 
son to be able to get in com- 


munication with another, 
whenever and wherever de- 
sired, is often more than mere- 
ly convenient. 

One indication of the wide- 
spread demand for this service 
is the vast plant, precisely con- 
structed and expertly main- 
tained, required to supply it. 
In thirty years the plant in- 
vestment of the Bell System 
has grown from $181,000,000 
to more than $4,000,000,000. 


May we send you a copy of 
our booklet, ‘*Bell Telephone 
Securities’? 


BELL TELEPHONE 


SECURITIES CO. In. 
195 Broadway, New York City 
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EXHIBIT “C” 


AMENDED BALANCE SHEET 
Name of Bank 
December 31, 1928 
Date 


ASSETS Per Books 


Cash on Hand and in Banks $194,505.21 
Loans and Discounts 510,607.40 
Other Stocks and Securities 40,500.00 
U. S. Bonds 110,000.00 
Other Bonds 320,000.00 
Banking House 39,000.00 
Furniture and Fixtures 2,500.00 
Mechanical Office Equipment 


Other Real Estate 17,555.19 


Reserve for Depreciation ... 


Undivided Profits 29,167.22 


Adjustments 


Debit Credit Amended 


$194,505.21 
517,607.40 
40,500.00 
110,000.00 
324,600.00 
69,000.00 
4,000.00 
5,000.00 
16,000.00 


$ $ 
(1)10,000.00 (7)3,000.00 


(6) 1,555.19 


$ 


(5) 17,180.00 
(1) 10,000.00 
(2) 4,600.00 


17,180.00 


(4) 36,500.00 58,532.03 


: Explanation of Adjustments 

Notes of J. J. Jones ordered charged off by bank examiner in 1928 which were not 
ascertained to be worthless. (See addition to book income, adjustment “‘a."’) 

To restore premiums, less discounts, on bonds on hand December 31, 1928. Recon- 
ciled to adjustment (3) on January 1, 1928, balance sheet as follows: Unextinguished 
premiums, etc., January 1, 1928—$7200; deduct amount extinguished by sales during 
year $3475 and add amount to be capitalized on purchases during the year, $875, which 
equals $4600. 

To restore to cost of property accounts the depreciation which has been credited 
direct to such accounts and to restore the cost of mechanical equipment previously 


charged to expense. 


To set up the corrected depreciation charges to date in a reserve account. 
To eliminate as part of the cost of other real estate, interest and taxes added to 


the account in error. 


(7) To eliminate the discount credited but uncollected during the year 1928. 


year 1928 on paper which is unmatured 
at December 31, 1928: Of the $510,- 
607.40 Loans and Discounts shown as 
outstanding at December 31, 1928, 
$300,000 represents discounted paper 
upon which $3000 of discounts have 
been credited to Interest and Discount 
account during 1928, but which remains 
uncollected at December 31. 

Inasmuch as we are assuming a cash 
basis of accounting, the $3000 must be 
excluded from income for the year 
1928, and the balance sheet as at the 
end of the taxable year must be ad- 


justed to reconcile with the income 
statement after such exclusion. 

Item (k) in exhibit B shows the 
method of adjusting the statement of 
income so as to reflect the exclusion of 
$3000 uncollected discounts and item 
(7) in exhibit C shows the adjustment 
necessary to eliminate the same item, 
for purposes of reconciliation, from the 
balance sheet. 

Item (1) in exhibit C shows the ad- 
justment made to eliminate from book 
income the amount of non-taxable in- 
terest, dividends, etc. 
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In the preparation of an income tax 
return, it is contemplated that this ad- 
justment will be supported by a separate 
schedule of non-taxable items such as 
was described heretofore. This schedule 
is a partial result of the work of an- 
alyzing the interest and discount ac- 
count. 


SUMMARY 


It is important that the taxpayer be 
impressed with the necessity for a care- 
ful analysis of the many features of the 
bank’s accounting practice which, if 
left unadjusted, are contrary to the re- 
quirements of the Revenue Act and the 
regulations promulgated thereunder. 
This is especially true because of the 
highly technical requirements embodied 
in the administration of a law of this 
kind. Bankers, above all other classes 
of business men, should appreciate the 
fact that strict adherence to precedent 
is the only solution to fair treatment 
for all; and as to the fixing of prece- 
dent, it must be said that the adminis- 
tration of the Revenue Act has fur- 
nished an abundance of it through 
office decisions, solicitors’ opinions, 
Board of Tax Appeals decisions, court 
decisions, etc., all of which have been 
made available to taxpayers through 
the Government printing office. 


NATIONAL THRIFT WEEK 
PLANNED FOR JANUARY 


RELIMINARY plans for the gen- 

eral observance of National Thrift 
Week, to be observed January 
17-23, were discussed at a meeting last 
month of thrift leaders in banking 
circles, building and loan fields and 
representatives of mutual savings banks. 
Officers of the National Thrift Com- 
mittee of the Y. M. C. A, which 
sponsors the Thrift Week Movement, 
are more than pleased with the excel- 
lent educational work done last season. 
Growing interest among financial 
leaders and thrift agencies is being 
manifested in the 1931 program for 
National Thrift Week. National Thrift 


Day will occur January 17, Benjamin 
Franklin’s birthday, which day banks, 
trust companies, savings banks and pub- 
lic schools where school savings are es- 


‘tablished, observe as their special part 


of the “Week.” Last season trust com- 
panies in twenty states made some ob- 
servance of National Thrift Week, in 
many cases co-operating with the life 
insurance interests in emphasizing life 
insurance trusts as a means of building 
an estate. 

The work accomplished by the trust 
companies and the life insurance or- 
ganizations including local life under- 
writers has been assembled in a large 
loose-leaf book making an exhibit report 
which presents a picture of the nation- 
wide effort and results attained by these 
leaders. This exhibit is considered a 
model and is recommended to other co- 
operating organizations as an excellent 
pattern to follow.. 

Radio had an important part in the 
thrift observance last year and is recom: 
mended by the national committee and 
will be used more extensively in 1931. 
Many bank officials and service direc’ 
tors of banking institutions obtained ex’ 
cellent results from radio messages de- 
livered during National Thrift Week. 

The National Thrift Movement has 
the co-operation of forty-seven construc: 
tive agencies including the National 
Educational Association, General Fed: 
eration of Women’s Clubs, National 
Federation of Business and Professional 
Women’s Clubs, the American Bankers 
Association, National Association of 
Mutual Savings Banks, the U. S. League 
of Building and Loan Associations, the 
Morris Plan Bankers’ Association an 
others. 

Among the members of the National 
Thrift Committee are: Adolph Lew 
isohn, prominent New York _philan- 
thropist and financial figure; Walter W. 
Head, president Foreman-State National 
Bank and Trust Company, Chicago; 
and A. S. Van Winkle, New York, 
representing mutual savings banks. — 

Headquarters of the National Thrift 
Committee are located at 347 Madison 
avenue, New York City. 





Pneumatic Tubes for Banks 


Installation of System Between Banks Would Make Deliveries of 
Currency Safer, Surer and Less Expensive 


By HAMILTON M. WRIGHT 


transporting currency between 

banks in New York has been 
suggested at various times during the 
last ten years. Several years ago 
promoters with insufficient capital at- 
tempted to launch a pneumatic tube 
system between downtown New York 
banks, also connecting their uptown 
branches. But the subject was, and is, 
not very well understood, and while a 
number of bankers received the idea 
with interest, and, sometimes, with 
enthusiasm, the majority of the more 
important members of the conservative 


Ts: use of pneumatic tubes for 


tube system consists of 27/2 miles of 
double tube extending between the 
Battery and 125th street on both sides 
of the city, and across the Brooklyn 
Bridge to the Brooklyn post-office. 
There are between four and five miles 
of double tube in Brooklyn. These 
tubes make it possible for a letter 
mailed in an uptown post-office in the 
morning to be delivered to its destina- 
tion in Wall Street on the afternoon 
of the same day. The mail is con- 
tained in metal “carriers” or containers, 
8% inches in outside diameter, 7 inches 
in inside diameter, and 21 inches in 


The adoption of a system of interconnecting pneumatic tubes 
between the various New York banks and the Federal Reserve 
Bank would pay for itself within a short time and would greatly 
facilitate the speed and safety with which exchanges of currency 
and valuable documents could be made. Such is the opinion of the 
writer of this article, who describes the system and compares it with 
that now being used by the U. S. mail. 


banking fraternity were not won over 
to the idea, and, indeed, never went 
into it very deeply. 

The first item to consider is cost. 
The second is that of safety. We will 
first consider that of cost. The use 
of the underground pneumatic mail 
tube to transmit U. S. mail between the 
general post-office and substations, and 

tween substations in Manhattan has 
always been brought forward by pro- 
ponents of pneumatic tube systems for 
banks, but it is doubtful if a break- 
down of the cost figures has ever been 
made for the information of the bank- 
ing fraternity. 

In New York City the pneumatic 


length. Each of these cylinders has 
a capacity of between 500 and 600 
letters. The mail is shot directly from 
the transmitter table or platform inside 
one post-office station to the receiver 
platform in another. The tubes are 
impelled by compressed air, forced by 
electrically driven fans. 


COST OF OPERATION 


The total cost of operation of the 
tubes, including power, operators, and 
incidentals, to the post-office depart- 
ment is $19,500 per mile of double 
tubes per annum. As the tubes are 
in operation 365 days in the year, the 


619 
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Clarence Chamberlain, Police Commissioner Edward P. Mulrooney and Chief Inspector 

John J. O’Brien, of New York, inspecting the sending of a sum in cash and gems 

through the two-mile pneumatic tube system between the appraiser's warehouse at 

Houston and Varick streets and the Customs House at the foot of Broadway, 
New York. 


cost per mile per day is $53.42, that 
is, for double tubes for transmission of 
carriers over a mile in each direction. 
The tubes are operated twenty hours 
out of the twenty-four. The tubes are 
capable of operating carriers at ten- 
second intervals (the intervais can be 
reduced to six seconds or the carriers 
may be shot at from eleven to fifteen- 
second intervals, the customary prac- 
tice in the post-office at the present 
time). At ten-second intervals, six 
metal carriers will pass through the 
tubes each minute or 360 carriers in 
one direction per hour or 720 in both 
directions, for, as before explained, a 
mile system has two lines, an outgoing 
and an incoming line at each station, 
therefore 360 should be multiplied by 
two to establish the receiving and dis- 
patching capacity of a one-mile line per 
hour, and that gives, as already ob- 


served, a 720 dispatch per hour on a 
ten-second headway. 

In twenty hours, when shot at this 
rate, 14,400 carriers will pass through 
any given mile of pneumatic tubes. 
Breaking down the cost to a per trip 
basis, we find the cost of sending a 
metal container or carrier one mile 
through the tubes is $.00371. The mail 
contained in a full carrier will weigh 
approximately ten pounds. The cost of 
transportation per ton per mile with 
all carriers full, would be, therefore, 
$.74. 

Other features of economy are ap- 
parent. The mail is sent and received 
inside the post-office and, therefore, 
never requires transferrence from an 
outside platform into the post-office as 
it does when carted by trucks; it is not 
subject to surface delays or street con’ 
gestion. 
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The Joint Commission on Postal 
Service, which from 1921 to 1924 made 
an exhaustive study of the postal sys- 
tem, reported to Congress that on one 
day that was studied 27,166 mail con- 
tainers with a capacity of 10,846,400 
letters were dispatched through the 
pneumatic tubes in New York City, 
and that, for each letter delayed by 
the tubes, 3915 letters were delayed by 
motor vehicle service. They also said 
that the operation of the tubes and 
the reduction of the motor vehicle 
service would reduce the number of 
accidents in congested streets of New 
York which, in ten months, resulted in 
seven cases of fatal injury and ninety- 
nine cases of other injuries caused by 
Government-owned vehicles. 


ADVANTAGES OF TUBES 


Other points were that the pneumatic 
tubes as a means of transmittal of the 
mails are secure and reliable; that the 
delivery of letters is expedited from 
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two to four hours or more by utiliza- 
tion of the tubes, and that the speed 
of transportation by tube is thirty 
miles per hour, whereas the speed of 
transportation by motor vehicle in New 
York is but from seven and one-half 
to ten miles per hour; that approxi- 
mately half a million letters a day 
would be advanced in delivery by 
means of the tubes; and that the tubes 
have a value apart from speeding the 
mail, in that they stand ready for all 
emergencies and are not subject to the 
irregularities experienced by the motor 
vehicle service. 

Largely as a result of this report, 
the pneumatic mail-tube service was 
resumed in New York and has given 
excellent results. Letters are now 
carried more than 140,000 carrier-miles 
per day beneath the streets of New 
York, equal to a daily journey of 
five and two-thirds times around the 
world. The “petit bleu” pneumatic 
tube service for special delivery mail 
in Paris is too well known to any 


Every thirteen seconds a long tube, filled with mail, shoots out of a pipe into the 
central post-offices throughout New York City. This view of a corner of one of the 
Post-offices shows the machinery by which mail is now being rushed underground. 

he same system is being suggested for the transferral of money and valuables between 


banks in New York City. 
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experienced visitor there to require any 
description. Pneumatic tube service 
also exists in London, Liverpool, Berlin, 
Vienna and other cities. 

In New York the operation has 
reached a remarkably high stage of 
efficiency. The efficiency of service for 
several years has averaged better than 
99 per cent. Interpreting the figure 
99.9661 per cent. for 1928—a typical 
year—we see that the pneumatic mail 
tube service in New York City was 
within one twenty-fifth of 1 per cent. 
of perfect operation. The saving in 
time in the arrival of mail at its post- 
office destination to reach early mail 
carriers and for outgoing mail to reach 
departing trains is one of the outstand- 
ing advantages of the system. 

It should be pointed out that no 
operative overhead for power is sus- 
tained when the tubes are not in action, 
the compressed air used being stored in 
large containers in  non-operative 
periods. 


THE ELEMENT OF SAFETY 


The next factor to consider is the 
element of safety offered by the pneu- 
matic mail tube for the transmission 
of currency and valuable papers. The 
situation, were pneumatic tubes used, 
would be analogous to their use by 
the post-office department but instead 
of transferring the mail from the in- 
terior of one post-office to that of 
another, the tubes would run from 
bank vault to bank vault, and the cur- 
rency thus transmitted would be at all 
times in the technical custody of the 
financial institutions. 

The pneumatic tube system is 
burglar-proof. No one of the many 
successive steps which would be re- 
quired in the major operation of ex- 
cavating a city street and installing the 
necessary machinery to tap a pneumatic 
tube illegally is possible. Yet it will 
be interesting to point out the im- 
pregnable conditions of defense which 
metropolitan street installations and 
the scientific and mechanical require- 
ments for pneumatic tube service have 
created and which have made this 


system so adequate as a carrier of 
registered mail that no registered letter 
has ever been lost in the pneumatic 
mail system of New York City. 

In the first place, the underground 
pneumatic tubes run beneath the street. 
No thief or group of thieves could ob- 
tain a permit from the city to excavate 
a street and continue the excavation 
to tap a tube system. Any such 
operation would be under the constant 
vise and check-up of the water, fire, 
and police inspectors as well as of 
numerous other persons. But it would 
also be impossible to tap the under- 
ground pneumatic tube system by an 
underground tunnel leading from a 
building basement to the tube beneath 
the street. In digging out toward the 
center of the street from an under- 
ground basement thieves would en- 
counter a network of pipes, cables, 
and conduits with which the streets of 
the city are underlaid. It would be 
impossible to cut through any of these 
without giving immediate notice that 


something was wrong, and attracting 
a detachment of private and public 
inspectors, repair crews and police to 


the scene. Thieves would find that 
electric light, telephone, gas, and high 
pressure water system pipes, cdnduits, 
and cables and almost innumerable 
underground installations of other sorts 
form an insuperable obstacle to their 
progress. Moreover, the operation of 
making a connection for an under: 
ground pneumatic tube system such 
as is now used in New York to trans 
mit the mails requires much space. 
Thieves would be obliged to install 
heavy supports to hold up the streets, 
which are subjected to heavy and 
almost continuous traffic except during 
the very early morning hours. This is 
a major operation which could not go 
undetected and could be performed 
only by a force of trained men with 
complete equipment, operating under 
the city authority. If thieves could 
determine which of the numerous pipes 
was the pneumatic pipe line, it woul 
be impossible for them to cut the tube 
while the carriers were in operation 
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without allowing the compressed air 
to escape and at this point it should be 
stated that the reduction of air pres- 
sure anywhere in the tube will be 
recorded immediately on the gauges in 
all stations and at headquarters. The 
whole system will, therefore, immedi- 
ately shut down; power will cease; the 
carriers will cease to be shot through 
the tubes. 


THEFT WOULD BE IMPOSSIBLE 


Indeed, it is impossible, to proceed 
from premise to premise in the assump- 
tion that one obstacle after another 
can be successively overcome and that 
a well organized band of thieves would 
finally reach a point where they would 
be able to install, secretly, beneath the 
surface of the street the heavy equip- 
ment required to divert a carrier from 
a main pneumatic tube line into a 
branch line and to slow down the 
speed of, the carrier so that it could 
be removed in safety. Owing to the 
high momentum at which carriers are 
driven through the tube an attempt to 
arrest suddenly the speed of a carrier 
would be almost like trying to stop a 
projectile in warfare. The carrier, 
weighing twenty pounds when empty, 
and thirty when loaded, and 8% inches 
in diameter and 21 inches long, pro- 
ceeds at a speed of forty-four feet per 
second. If it were to reach a dead 
end without cushioning against air, the 
result would be a smash-up and the 
closing down of operation throughout 
the system. Hence to stop a carrier it 
Is necessary to provide elaborate me- 
chanical equipment to shut off the air 
compression and reduce the progress of 
the carrier. 

Even in the early morning hours, 
when the system is not in operation, 
it would be impossible for bandits to 
install beneath the street the air valves 
or “gates” necessary in order to slow 
down the speed of the carrier from 
thirty or more miles an hour to one 
mile :n hour, in the expectation that 
upon the opening of the service in the 
morning they would be able to deflect 
a loaded carrier from the mail line. 


The air valves or “gates,” it should be 
explained, are set in the contoured pipe 
which taps the main tube line and 
leads up into the post-office. After a 
carrier passes through one of these 
“gates,” which opens as its carrier 
reaches it, and closes the moment the 
carrier has passed, the air pressure be- 
hind the carrier is diminished and the 
speed of the carrier is reduced to a 
point where it can be stopped in safety 
by striking against a rubber cushion. 
The air valves or “gates” such as are 
used for this purpose are peculiar to 
pneumatic tube transmission and it 
would be impossible for thieves to 
secure them. In fact, the receiving 
machine of a pneumatic tube is a 
scientific factor not developed for water, 
gas, or any other commodity. Gas 
gates or water gates would not do. 
Moreover, it would be impossible for 
thieves to secure a section of pipe 
scientifically contoured to tap the main 
pneumatic tube line. In order to lead 
the carrier away safely from the main 
pneumatic tube line, the branch pipe 
line must be especially contoured with 
reference to the size and speed of the 
carrier at the moment it leaves the 
main line and passes into the branch 
line. Otherwise the carrier will either 
injure the branch line tube or become 
jammed in it. The branch pipe, more- 
over, must be as smooth and flawless 
inside as a chambered rifle barrel. 
Otherwise it will set up friction with 
the carrier and the latter's progress 
will be arrested. Such pipes are not 
on the market; it would be impossible 
for thieves to produce them to meet 
the exact engineering requirements of 
any particular installation and it would 
also be impossible for them to purchase 
and install the heavy machines for the 
dispatch and receipt of carriers through 
the pneumatic tubes. In short, even 
were the engineers for a tube system 
to create an underground station, it 
would be impossible to operate that 
station without the knowledge and 
co-operation of the receiving and dis- 
patching stations. 

It is customary in the operation of 
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the tube system used to transport mail 
in New York City to shoot a test 
carrier through the tube lines the first 
thing in the morning. But every part 
of a pneumatic tube system is so inter- 
related, and so thoroughly regulated by 
human and automatic mechanical 
check-ups, that it is impossible for one 
activity to fail without impediment and 
notice to all the others. The reduction 
of air pressure in the tubes, the failure 
of a carrier to arrive on time, the 
failure of the telephone, or of auto- 
matic signals, or any disturbance what- 
ever in the system would become known 
instantly. If one carrier should become 
clogged in the tubes, the current of air 
that bears it onward would cease and 
all carriers would stop. If a test 


carrier did not arrive on time when 
the gauge disclosed the tubes to be 
under full air pressure the operator 
at the receiving table would immedi- 
ately call the operator at the dispatch- 
ing end. On reply that the carriers 
had left at the time stated, the super- 


visors would immediately haJt the 
dispatch of carriers through the system. 


CONSTANT PATROL POSSIBLE 


It is impossible for a container of 
mail or valuables in a carrier sent 
through a pneumatic tube line to be 
interrupted by traffic, stolen by thieves, 
or destroyed by fire. In other words, 
valuables despatched by pneumatic tube 
are at all times under mechanical con- 
trol as contrasted with the present 
transmission methods where the sender 
as well as the party who awaits the 
consignment, must, after it has left the 
bank, rely entirely upon the honesty 
and bravery of those in charge of the 
treasure and also upon the hope that 
these brave custodians will not be in- 
terrupted by some fortuitous circum- 
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stance in which neither honesty nor 
bravery has a part. Such an incident 
occurred quite recently, and was re- 
ported by the New York Journal: 
“U. S. Mail truck burned. The cargo 
and body of a United States Mail 
truck were burned early today as the 
truck stalled in Park Row, near the 
City Hall. Austin Zeigler, 129 W. 
137th street, the driver of the truck, 
was transporting a load of parcel post 
matter from station ‘S,” Howard and 
Lafayette street, to the Post Office at 
City Hall Park, when the fire broke 
out. Traffic was held up about fifteen 
minutes by hose lines from Engine 
Company, No. 32, which answered the 
call but was-unable to save the mail.” 

It is said by experts that the installa- 
tion of a pneumatic tube service to 
move currency to and from the Fed- 
eral Reserve Bank in New York and 
the financial institutions that apply 
to it for currency would pay for its 
installation cost within five years. The 
arguments in behalf of such a service 
are reduction of insurance, reduction 
of risk to pedestrians by the use of 
trucks upon the streets, greater speed in 
delivery, certainty of delivery and re- 
moval of invitation to armored thugs 
by the presence of a possibly richly 
laden car upon the streets. The possi- 
bility for continuous transmission, and 
for transmission immediately at the 
time when the need for it arises, greater 
economy, freedom from depredation, 
absolute safety and removal of the 
human factor while the currency is in 
transmission are other factors in its 
favor. 

There, in short, are the facts cited 
in favor of the pneumatic tube service 
for the swift and secure transmission of 
currency and which are amply attested 
in the transmission of registered and 
other mail. 
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Getting Rid of Our Delusions 


since the November 13, 1929, 

panic now is behind us. We 
have been sleeping off the effects of a 
gay party. It has not been pleasant. 
Every waking moment in the last twelve 
months we have felt that headache. 
Now is it not time for making a cool 
appraisal of the state of our economic 
health as the doctor might find it today? 
Is it not time to shake off our cham- 
pagne memories and reason our way 
through to the practical possibilities of 
the future? Perhaps we have in re- 
cent months allowed our hearts to dwell 
too much on regrets. 

Let us then look at the world in busi- 
ness from the eyes of an impartial ob- 
server. Were a visitor from another 
planet to land on this earth now what 
would he think of its future? Free 
from the headaches all around him, and 
with eyes undimmed by tears over past 
disappointments, he would proceed 
coolly to measure the forces likely to 
become dominant from this point on. 

Strange it is but true that humans 
are most hopeful when the whirl of life 
is speeding on to the breaking point, and 
most hopeless when the wheels have 
slowed down. In reality experience 
teaches that the time for precaution is 
when industry is moving at an acceler- 
ated abnormal rate, and the time for 
confidence is when, through a long 
Process of deflation, industry has slowed 
down. 


Long before our various American 


Fisnce a year of readjustment 


books on the business cycle were written, 


iness man named George H. Hull 
observed from his sixty years in 
1 industry that business men 


themselves never learn how to operate 
this curious law of psychology. He 
noted what he liked to call “Cyclic De- 
lusion No. 1” and “Cyclic Delusion No. 
2.” The first “Cyclic Delusion” that 
impressed itself on him was that in times 
of depression many get the idea that 
“very high prices will never come 
again.” 

The following quotation from a chap- 
ter written by him in 1911 reads like 
a clipping from a November, 1930, 
newspaper: 

“Another danger, which must be 
headed off and dissipated, is the ten- 
dency to believe that modern methods 
have so changed conditions that these 
calamities are not likely to come again. 
This is perhaps the most serious danger 
of all, for wherever it gains lodgment, 
there all forethought and effort to make 
wise and adequate provisions preventing 
these depressions will cease. 

“After every depression thus far, 
people have soon drifted back into the 
same habit of deluding themselves with 
the idea that the abnormal condition 
which brought on the abnormal advance 
in prices can never again recur. These 
delusions have come so often, and they 


chave followed the ups and downs in the 


country’s business with such persistent 
regularity, that we know of no better 
name to give them than “Cyclic De- 


.0 


lusions’. 


CYCLIC DELUSION NO. 1 


Now Mr. Hull was in the iron busi- 
ness and he measured conditions by 
changes in his own industry. What he 
observed was that whenever pig iron 
got down to the lowest level in several 


627 





628 


THE BANKERS MAGAZINE 


_ —  ——h 


years the belief spread widely that “very 
high prices will never come again.” 
This he called “Cyclic Delusion No. 1.” 

If he were writing today Mr. Hull 
might very well leave unchanged his 
comment that “this belief becomes al- 
most universal. It is harped upon dur- 
ing the entire period of low prices. If 
you attempt to combat it, all your argu- 
ments and statistics. are simply swept 
aside by the declaration. that ‘conditions 
now are different from what they were 
ever before’; but the very high prices 
come again, notwithstanding, always 
from the same causes, and following 
the same train of events.” 


1930, N. Y. EVENING POST 


In this connection it is somewhat 
amusing to observe that a decline in pig 
iron prices to the lowest level in fifteen 
years, as indeed the decline in various 
other raw materials, not to mention 
shrinkages in various other factors than 
commodity values, is impressing many 
observers with the likelihood that we 
are now in an era of permanently lower 
prices. 


We may or may not be. But the 


fact remains that precisely the same sort 
of reason was employed to make de- 
pressions more depressing in 1823, 1833, 
1843, 1852, 1861, 1871, 1879, 1897, 
1900 and 1904 when pig iron prices 


Depression Has Asout RuN Historic Course 


What the above chart suggests is that the 1930 depression in business has about 
reached the low level that in previous major depressions of American business marked 


bottom. 


Indeed, the September decline in business was fractional. 


It is interesting 


to compare the curve of this depression with those for previous American depressions. 
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were low and when the country thought 
“very high prices will never come again” 
but shortly afterward in each instance 
prices did advance. 


CYCLIC DELUSION NO. 2 


His “Cyclic Delusion No. 2” was 
that “prices will never go so low again,” 
and recalls the delusion that existed al- 
most universally a year ago when before 
the crash the world believed that it was 
in a new era of prices stabilized on a 
higher level than ever before and one 
that would last. 

Without going exhaustively into the 
ramification of changes accompanying 
the adjustments of the last year a visitor 
from another planet would at once 
notice some striking evidences of a de- 
lation so severe as to suggest to him the 
probability that this country once more 
is on a level from which it may reason- 
ably expect expansion. 

Normal expectations alone warrant 
the assumption that benefits sooner or 
later will begin to manifest themselves 
from such things as the deflation in 


brokers’ loans and a general strengthen- 
ing of the entire credit structure, the 
subnormal level in production, reduc- 
tions in costs with the decline in com- 
modity prices and the increased efh- 
ciency of labor. 


BROKERS’ LOANS 


First of all let us note that brokers’ 
loans in falling 60 per cent. from their 
1929 peak, or from $6,804,000,000 to 
$2,613,000,000, have slipped back to 
their 1926 level. All of the huge ex- 
pansion in loans that accompanied the 
inflated market in stocks has been wiped 
away. That this 60 per cent. reduction 
in brokers’ loans is an accurate ba- 
rometer of deflation in the market no- 
body will contend. It does not take 
account of a much more moderate ad- 
justment in loans on securities carried 
by banks over the country. Still it is 
significant that the weakest element of 
the 1929 credit structure, which was the 
expansion in brokers’ loans, has been 
thoroughly and drastically corrected. 

Just as an index of the change in 
brokers’ loans over the last year note 
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Price LeveL SHows SIGNS OF STABILIZATION 
After declining steadily for nearly a year commodity prices at wholesale for three 


months now have moved along a horizontal level. 


This firming tendency in the 


commodity price level is one of the outstanding signs we have that this depression 


in business is at or near its bottom. 


Indeed, not only has the commodity curve 


given evidence of increased stabilization but the general business curve in recent 
weeks has fallen but fractionally. 


the following table. 
stocks and bonds to brokers and dealers 
by reporting Federal Reserve member 
banks in New York City are as follows: 


Reporting loans on 


1930 1929 
October 22 October 23 
(in millions) 

Loans 
count 
ans { 
banks 


Loans {i 


$1,590 


'r out-of-town 


$1,077 
1,733 


r account of 
3,823 


$6,634 


Secondly, an observer from another 
planet might reasonably find some sta- 
tistical ground for confidence in the 
future from the fact that the depression 
in this country already has about run 
its normal course. Depressions over a 
period of years have run for various 
periods in this country but the average 
is sixteen months. The current depres- 
sion in business therefore has continued 
about as long as major depressions 
normally continue before they generate 
a revival. 

While nobody knows as yet whether 
the depression has reached its statistical 
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bottom the increased stabilization at the 
present low level in business lately sug- 
gests that industry is running along a 
level very close to bottom. While the 
decline in production so far has not 
reached the depths of the 1921 de- 
pression it is not far from those depths 
and already has gone further than a 
majority of previous depressions in 
American history. 

Little wonder that Myron C. Taylor, 
chairman of the finance committee of 
the United States Steel Corporation, 
says: “This country cannot long sur- 
vive on a 50 per cent. capacity because 
national demands of the country are 
more than 50 per cent. of its capacity. 
For that reason it seems to me we are 
now about reaching the low point and 
will see a turn for the better very soon.” 


FALLING COMMODITY PRICES 


Thirdly, rapidly falling commodity 
prices for more than a year, foliowing 
a gentle decline that had been in process 


since 1925, have restored a level in 
commodities in many instances below 
the cost of production. Since inven- 
tories are admittedly low, the presump- 
tion is that the market in raw materials 
should benefit rather promptly from any 
increased demand for goods as con- 
fidence in the future returns. In 192] 
the decline in commodities did not cease 
until after business had turned upward 
but this time we have evidence that a 
stabilization in commodity prices is 
likely to precede or accompany the im- 
provement in business. At any rate 
commodities for three months now have 
moved horizontally rather than down- 
ward. This increased stabilization in 
commodity prices at wholesale not only 
in this country but over the world is 
perhaps the most constructive evidence 
that appears of a cessation of the de- 
cline in business. 

Fourthly, with the decline in com: 
modity prices has come a general re- 
duction in the costs of doing business. 
Partly this reduction in costs results 
from a shrinkage in commodity values 
but partly it comes from the increased 
efficiency of labor and a general dis- 
position on the part of corporate man- 
agements to make every dollar count. 

Fifthly, any observer from the out- 
side would look on the shift to bond 
financing in this country as a healthy 
repercussion from the extremely specu- 
lative methods of financing employed a 
year ago. Money in increased volume 
through the medium of bond financing 
is going into public utility and railroad 
development enterprises. The volume 
of funds raised for foreign interests has 
increased. Altogether the 1930 financ- 
ing program has been characterized by 
an expansion in the volume of funds 
raised for constructive purposes. 

What this all suggests is that the 
machinery is in good condition for an 
expansion in business when shortages 
finally assert themselves strongly enough 
and it must not be overlooked that the 
Federal Reserve has put itself in a 
comfortable position through the elimi 
nation of member bank indebtedness to 
finance any legitimate business demands 
as they arise. 
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in business which began in July 

of the last year has been, with one 
possible exception, the longest period of 
this kind in this country for the last 
half century. Already it has exceeded 
the average by a number of months. 
While averages and past experience in 
general are no sure indication of what 
the future is likely to bring forth, 
nevertheless they point the way to 
what is likely to happen. On this basis, 
therefore, an upturn in business is likely 
to take place at any time. In fact, it 
may very well have taken place before 
these lines are printed. While the 
change in the trend of business activity 
seems imminent, if it has not already 
occurred, it is by no means certain that 
statistical evidence of it will be avail- 


Tis duration of the down-swing 


able for some little time, since it seems 
quite probable that, when we can look 
back upon this period in the historical 
past, it will be found that the change 


came about very gradually. It may be 
dificult, if not impossible, to determine 
in which week or month the change 
actually took place. In this respect, the 
turning point for the better will be as 
dificult to locate as was the exact peak 
of the business boom which reached its 
height in the early summer of 1929. 
The fact that the period of depres- 
sion has extended over a much longer 
time than the average is by no means 
the only indication that it has about 
run its course. One of the accompany- 
ing phenomena of this phase of a busi- 
ness cycle is the decline in commodity 
prices, especially wholesale prices. This 
circumstance has, of course, been one 
of the outstanding characteristics of this 
Present depression. At the time of 
writing. however, the commodity price 
level has been relatively stable for a 
number of months. Usually about such 
a lengt of time as this passes between 
the cestion of the price level decline 


and the beginning of an upturn in busi- 
ness activity. 


RETAIL INVENTORIES REDUCED 


Another factor of significance is the 
fact that, in so far as can be judged 
from available statistics, retail stores 
have reduced their formerly limited in- 
ventories still further. Wholesalers and 
dealers have done likewise. The result 
is that available inventories are largely 
in the hands of manufacturers or pro- 
ducers of raw materials, especially the 
latter. In spite of this fact, the stocks 
of goods so held are, in many cases, less 
than they were a year ago, and when 
greater, are not unreasonably so in the 
light of the situation just described. It 
seems highly probable that as soon as 
consumer buying begins, these inven- 
tories will be rapidly depleted. 

Moreover, it does not seem likely that 
consumer buying will be much longer 
delayed. In the first place, reduced 
consumption of goods which has ex- 
tended over a relatively long period of 
time means that replacement demands 
are steadily increasing. While purchas- 
ing power has been reduced, neverthe- 
less the steady increase in savings de- 
posits indicates that potential purchas- 
ing power is being gradually developed. 
Moreover, in many strata of society at 
the present time it is fashionable to 
economize. Fashions change relatively 
quickly, and past experience shows that 
an economy fashion is not a natural 
American characteristic. In the second 
place, although retail prices generally 
change more slowly than wholesale 
prices and the amplitude of their swing 
is less, they now appear to be feeling 
the effect of the movement in wholesale 
prices, and are declining appreciably. 
This trend, combined with the growing 
necessity of replacements, is a power- 
ful stimulus to increasing consumer 
buying. 
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It does not seem probable that the re- 
covery in business will be rapid, par- 
ticularly at the start, although once 
under way it may , develop greater 
rapidity than is now anticipated. It 
does not seem likely, however, that the 
upward trend in businéss will be much 
longer delayed, if it has not already 
begun. 

The natural consequent question is in 
regard to the effect of the business 
situation on the bond market. Past ex- 
perience shows that, in general, bond 
prices tend to rise during a period of 
business depression and the early stages 
of its recovery. This is due in part, 
of course, to the trend in interest rates 
during such a period. With a slacken- 
ing in business activity and a resultant 
reduced demand for credit, interest 
rates usually fall and a corresponding 
increase in bond prices follows. 

The above statement is general only, 
and: requires certain modifications. 


When the rise in bond prices begins, the 


way is led by the high grade issues, 
particularly those which are eligible for 
savings banks, insurance companies and 
trust funds. This is in part caused by 
the fact that such buyers usually have 
funds constantly coming into their pos- 
session for investment, whereas many 
individual investors, particularly those 
who have been adversely affected by the 
stock market, do not have funds avail- 
able for this purpose. In part, it is due 
to the fact that investors of all classes 
have doubts about the prospects of cor- 
porations in general, and hence seek the 
bonds of those concerns in regard to 
whose credit position they feel there is 
no question. In addition, many pur- 
chase tax exempt bonds at such a time 
who would have no cause to buy them 
under ordinary circumstances. Past ex- 
perience in this respect has been borne 
out by the events of the last year. The 
upward trend in the prices of high 
grade bonds which began last fall 
shortly after the big break in the stock 
market has continued, almost without 
interruption, to the present time. 
Second grade bonds, and by this is 
meant sound bonds of relatively well 


established credit position but not of as 
high quality as those of the class just 
discussed, do not experience this same 
rise in price as soon as do the highest 
grade bonds. The upward trend in 
their prices begins somewhat later but, 
on the other hand, it continues after the 
others have ceased to rise and even may 
have begun to decline. It must be re- 
membered in this connection that the 
yield on the highest grade securities 
follows rather closely, in amount, and 
particularly in trend, the interest rates 
as represented by call and time money, 
commercial paper, etc. The yield on 
second grade bonds approximates in only 
a general fashion the trend of the rates 
just mentioned. The return from this 
class of bond is influenced much more 
than the others by the returns which 
may be obtained from stocks. 

In general, it will be found that the 
price of second grade bonds begins to 
rise about the time that business reaches 
its low point. Until that time investors 
are hesitant about the future of the cor 
porations whose bonds are in this class. 
In practically all cases, bonds which are 
so classified are in a sound position dur- 
ing a period of falling and depressed 
business, but the psychological attitude 
of investors at such a time prevents 
their realization of this situation. The 
point is finally reached, however, when 
the attractive prices at which they can 
be purchased and a gradual apprecia- 
tion of the fact that their coupons will 
be paid when due, begins to attract in- 
vestors to them. This continues until, 
in the course of the upward swing of 
business, increasing earnings and the re 
sulting interest in stocks begins to turn 
investors from bonds to stocks, and the 
price of these bonds begins to fall, until 
their yield at the lowered prices checks 
any further decline. 

During the last few years the changes 
which have been discussed have taken 
place. Bonds reached their peak prices 
in the latter part of 1927 and the early 
months of 1928. Then, with the rapidly 
increasing business activity and the re 
sulting boom in the stock market, bond 
prices declined, first the highest grade 
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issues and then the second grade bonds. 
The low point was reached in the case 
of the highest grade issues in the latter 
part of 1929, very shortly after the 
great crash in the stock market, and in 
the case of the second grade issues in 
1930. Since last fall the trend of the 
prices of the highest grade issues has 
been steadily upward. The trend in the 
price of second grade issues has been 
much more uncertain, showing at times 
rather rapid fluctuations. In part, this 
has been due to special causes, such as 
the revolutions in Latin America and 
the elections in Germany, which have 
been regarded unfavorably in this coun- 
try. If past experience, buttressed by 
an analysis of the present situation, can 
be taken as a guide, it seems reason- 
able to expect that a distinct upward 
trend in the price of second grade 
bonds will begin very shortly. 

The thoughtful banker will naturally 
seek the significance of these facts and 
events to the secondary reserve and in- 
vestment accounts of his bank. He will 


remember that only high grade bonds of 
relatively short maturity are suitable for 
his secondary reserve account. Obvi- 
ously, therefore, if he finds any gaps in 
this account, he will seek to fill them 
at once, before the prices of these se- 
curities rise any further. He will 
realize, of course, that he could have 
purchased these securities at considerably 
lower prices a year ago, and that 
eventually they will decline in price. 
The major consideration, however, is to 
have a balanced secondary reserve ac- 
count, and as the bonds which are in- 
cluded in this account should be rela- 
tively short-term issues, they are much 
less subject to price fluctuation than are 
the long-term issues. 

When the banker turns his thoughts 
to the investment’ account of his bank, 
he will realize at once that the present 
moment offers him golden opportunities. 
The primary object of this account is, 
of course, to increase the earning power 
of the bank. This may be done in two 
ways, (1) through a relatively high 
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yield obtained from the assets included 
therein, and (2) through an increase in 
the capital value of these assets over a 
period of time. The wise banker built up 
this account with issues of the highest 
grade bonds last fall, for they were 
then selling to give a very satisfactory 
yield. By so doing he was able to take 
advantage of the substantial increase in 
price which most of them have experi- 
enced. While it is not certain that this 
type of bond will not continue to in- 
crease in price for some months, it 
seems quite probable that the increase 
will be relatively small when compared 
with the advance already made. It is 


logical, therefore, to begin to dispose of 
the highest grade bonds in the invest- 
ment account of the bank, take the 
profit which their sale will bring, and 
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reinvest the proceeds in second grade 
bonds, which can now be purchased at 
prices to give very substantial yields 
and at a time when there is every 
prospect of an increase in market price 
in the course of the coming months. 

An analysis of the present business 
situation and probable future develop- 
ment indicates that now is a particu 
larly good time to purchase long-term 
securities of a grade slightly below 
those required by institutions. Such 
bonds are especially suitable at this time 
for the investment account of a bank. 
The banker who makes judicious selec- 
tions from among the issues available 
will find in the course of the next year 
that this account has added substantially 
to the earning power of his bank. 
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ALBERT H. WIGGIN 
Chairman of the governing board Chase National Bank. 


Head of the World’s Largest Bank 


HE Equitable Trust Company- 
"T Sstoart National Bank merger 

of last fall was one of the first 
of a long list of notable bank consolida- 
tions which continued throughout the 
winter at a breathless rate. In April 
Manhattan bank mergers had not died 
down. The fifty-three-year-old Chase 
National Bank absorbed the newly 
formed Equitable group, as well as the 
Interstate Trust, creating a $2,500,000,- 
000 bank (forty-seven offices in 
Greater New York). The headship 
ot this largest bank in the world 
marks a new high in the career of 
Albert Henry Wiggin, “man with a 
million friends.” Former chairman of 
the board of directors of the Chase, he 


ls now chairman of the newly formed 


From t 


e Boston Evening Transcript. 


governing board, senior officer of the 
enlarged Chase National Bank. 

Besides his organizing and adminis- 
trative ability, he has had long experi- 
ence in meeting fiscal emergencies. The 
most recent example of the last capacity 
was the part that he played in the 
banking consortium that came to the 
rescue of the stock market in the 
October collapse. He was described as 
a “tower of strength” in the consortium 
by a banker familiar with its opera- 
tions. Someone at the height of the 
crash suggested closing the stock ex- 
change. This suggestion Mr. Wiggin 
vigorously opposed. 


HIS START 


He first stood out as a financial 
genius in the panic of 1907, wrestling 
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with big, pressing, palpitating problems 
without once losing his head; handling 
magnates, considerably more _ experi- 
enced, without ruffling their self-respect 
or their temper; combining diplomacy 
with leadership, firmness with fairness, 
quick action with foresight. The elder 
P. Morgan, as a commander-in- 
chief of the forces which stayed the 
debacle, had discovered a young 
Napoleon upon whom he could rely 
for masterly assistance and generalship. 
Mr. Wiggin got his banking start in 
Boston. He was born in Medfield, 
Mass., son of the Rev. James Henry 
Wiggin, Unitarian minister—attending 
the English High School of Boston and 
working in a bank during summer vaca- 
tions. More interested in business, he 
never entered college, starting his 
career in the National Bank of the 
Commonwealth of Boston where his 
uncle, Albert Newman, was president. 
He began as a clerk at a salary, as he 
himself says, of “a little over nothing 
a week,” (six dollars). He progressed 
so rapidly that by the time he was 
twenty-three he became assistant na- 
tional bank examiner under Alfred 
Ewer. The son, Maurice H. Ewer, is 
today a vice-president in the Chase. 
When Grover Cleveland went into 
ofice for a second term Ewer was 
transferred to the post of examiner for 
banks outside the city. To continue 
as his assistant Wiggin would have 
had to travel most of the time, return- 
ing to his family, if lucky, only for 
Saturdays and Sundays. With pros- 
pects as such he could not see his way 
clear to leave his young wife and baby. 
For a time he was in the lowest depths 
of depression, without a bank job and 
not knowing whether to shift into some 
other line of business. At that time, 
however, the Atchison, Topeka & 
Santa Fe was undergoing reorganiza- 
tion and Mr. Wiggin was glad to take 
a position as clerk in the Boston office; 
three years later there was a chance 
to go into the Third National as 
assistant cashier. From the Third Na- 
tional he went to the Eliot National 
Bank as vice-president, where he 
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“worked his head off,” raising the de- 
posits from $1,000,000 to $9,000,000 
in the two years he was there. Then 
in 1899, when he was thirty-one years 
old, he moved over to New York. 


IN NEW YORK 


He began his New York career as 
vice-president of the National Park 
Bank, remaining there five years. In 
1903 he was one of the organizers of 
the Bankers Trust Company and was 
well recognized by older men with 
whom he was associated in the project 
as strong timber for the future. These 
were days before the Clayton Act pro- 
hibited interlocking directorates, and 
he was active in building up many a 
bank (such as the Guaranty Trust). 

In 1904 he was called to the Chase 
National Bank as vice-president and 
director. During his first ten years 
deposits were increased from $26,000,- 
000 to over $300,000,000. 

His sobriquet “the man with a mil- 
lion friends” comes in large part from 
his uncanny ability to remember a per- 
son years after he has seen them. He 
is called by his first name more than 
any other man in Wall Street. Four 
secretaries guard him from _ visitors 
“just passing through” the bank 
anxious to shake the hand of “Al” 
Wiggin. 

An intimate friend once said of 
him: “‘Al’ Wiggin makes friends be- 
cause he has something to offer in 
return. He is tremendously loyal. He 
is generous to a fault. He can criti- 
cize a man’s proposition without hurt- 
ing him because the man senses that 
Wiggin is doing what is right.” “Make 
good first and you will make friends” 
virtually epitomizes his creed. 


NO JOB TOO BIG 


He has unlimited courage, nothing is 
too big or too difficult for him to 
tackle; he has, of course, extraordinary 
ability. He has a slant of mind that 
enables him to work hard when he 
works, and play hard when he plays— 
he gives himself up to it as whole- 
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heartedly as a boy. In fact, he is like 
a big, wholesome boy in many respects. 
He is a great believer in young men. 
Although he has an abundance of good 
nature, he can be, and is, very firm 
in business. He decided at an early 
age, and wisely, to become an authority 
on credits; his judgment of a man’s 
ability to pay is nothing short of 
marvelous. Few can go through work 
with his rapidity. 

During the World War his financial 
experience was daily at the service of 
the Government. He was a member 
of the Liberty loan committee on money 
rates. He was chairman of the Clear- 
ing House Association when the war 
broke out and because of the critical 
period that followed he was asked to 
remain in office for another year; he 
was again elected chairman for the re- 
adjustment in 1918-19 and in 1921 
president. Under his leadership a fund 
for $100,000,000 was raised to protect 
New York’s debt maturing in London 
in 1914; in the critical winter of 
1917-18 he occupied the post of fuel 
administrator of New York State; he 
was one of the two New York mem- 
bers of the committee in charge of the 
nation-wide cotton loan fund, which 
prevented ‘the ruin of the industry. 


SIXTY-TWO AND HEALTHY 


For years before the heavy burden of 
the World War intervened he and H. 
P. Davison, together with Charles H. 
Sabin, chairman of the Guaranty Trust 
Company, invariably met at §.20 on 
weekday mornings at Slst street and 
Fifth avenue and walked the entire 
distance (about five miles) to their 
offices in Wall street. After the war 
broke, pressure of daily work increased 
so much that the daily walks were 
abandoned, although Mr. Wiggin never 
fails to take this opportunity for exer- 
cise when he has the time. 


He is sixty-two years old, unusually 
active and healthy; is seldom if ever 
ill and never seems to be tired. He 
takes several morning papers and reads 
each voraciously. He plays a strong 
and enthusiastic game of golf, and 
invariably puts on a whirlwind finish, 
A splendid match player (his average 
medal score is around 90) he is cele- 
brated for coming through in a pinch; 
well remembered for laying crucial 
spoon shots a yard from the pin. 

The far-reaching sensibilities of the 
man are admirably revealed in his 
artistic tastes. In his Park avenue 
apartment he has an immense collection 
of etchings, favoring the work of three 
Scotchmen, Bone, Cameron and Mc 
Bey, and the French etcher, Forain. 
He has a few paintings, mostly early 
American, including two Gilbert 
Stuarts. His wife shares his interest 
in art for she is an expert sculptress, 
especially adept at modelling dogs. 
Mrs. Wiggin was Miss Jessie Hayden 
of Boston, whose father was connected 
They 


with the Home Savings Bank. 
were married when Wiggin was mak- 
ing his start, back in assistant examiner 


days. The Wiggins have two daugh- 
ters, Marjorie (Mrs. Sherburne Pres- 
cott) and Muriel (Mrs. Lynde Selden). 

He has a country home in Green- 
wich, Conn., and a cottage near 
Charleston, S. C., at Yeamans Hall. 
His vacations are few and brief, his 
frequent trips to Europe being in the 
most part of a business nature. In 
1919 Mr. Wiggin planned to retire and 
made a seven months’ trip to the 
Orient, but on his return he renewed 
active business by’ taking the presidency 
of the bank for two years (chairman 
in 1921). During the panic of 1921 
he is supposed to have taken long week: 
ends beginning on Thursdays. He 
belongs to about every club of note in 
New York—about thirty in all. 
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A Pay-Roll System That Works 


After Careful Study a Plan for Handling Pay Rolls by Check Has 
Been Worked Out That Means Increased Profit 
for the Bank 


By WILLIAM M. HarTZELL 


URING the month following the 
D opening of the Adelphia Bank 
and Trust Company last year a 

violent epidemic of pay-roll banditry 
broke out in Philadelphia. Four manu- 
facturing plants lost several thousand 
dollars in a three-day period. The out- 
break reached the peak of dare-deviltry 
when the proprietor of a textile mill 
was summoned to his office by a tele- 
phone operator who made the call un- 
der explicit instructions of a bandit who 
threatened her with instant death if she 
did not obey. When the official arrived 
he was confronted by the guns of three 


even though safeguarded by armored 
truck and armed guards, and particu- 
larly the dangers besetting employes of 
its patrons after delivery of pay-roll 
funds in an unprotected plant, resolved 
to bend every effort toward balking the 
activities of the desperate pay-roll 
bandit. 

The necessity of designing some new 
phase of paying by check, a method 
successfuly employed by hundreds of 
large industrial and manufacturing con- 
cerns throughout the country, was 
plainly apparent. Believing this to be 
the key to the situation, every officer of 


Bankers will be interested in the system for disbursing wages 


by check as described in the attached article. 


The author was 


formerly assistant to the president of the Adelphia Bank and Trust 
Company, Philadelphia, where the system originated. He is now 
manager of Pay Roll Service for the Todd Company of Rochester, 
N. Y., which concern is licensee under the Adelphia Bank’s patent. 


thugs and was compelled to open the 


safe. While thus terrorized he handed 
over the weekly pay roll. 

Conditions in Philadelphia were little 
different from those in other large cities. 
Hardly a day passed without an ac- 
count of a spectacular pay-roll robbery 
In every section of the country. The 
National Crime Commission reported 
207 crimes of this type in a year’s time, 
the death of a dozen or more pay- 
Masters, messengers or bank runners, 
and a loss exceeding $2,500,000. There 
were several instances of successful 
bandit attacks upon armored cars. 

Officials of the Adelphia Bank, well 


aware of the risk of conveying cash 


the bank applied the fullest measure of 
his mental capacity to the working out 
of a plan of disbursing pay rolls . by 
check that would not only embody a 
new, safe and economical service to the 
patrons of the Adelphia Bank and 
Trust Company, but return a profit to 
the bank. 

Over a period of six months the ofh- 
cers made an exhaustive inquiry into 
every available pay-by-check plan. Meth- 
ods of Philadelphia firms using this plan 
were closely studied, particular atten- 
tion of course being paid to the cost of 
such systems. Wage statistics com- 
piled by the Philadelphia Chamber 
of Commerce covering data on 288,000 
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wage earners were examined, ‘as it was 
quite obvious that any really workable 
plan must be readily adaptable to the 
requirements of an employer of fifty 
workers as well as one employing 5000. 
The views of municipal and state police 
officials were sought and in them were 
found not only an imperative need of 
discontinuing the transportation of cash 
but enthusiastic support of the pay-by- 
check plan. 


SOLVING THE -PROBLEM 


Months of earnest and thoughtful 
consideration brought the bank to the 
realization that it could not only de- 
liver checks instead of cash to meet its 
patrons’ pay rolls, but could do so quite 
profitably. The solution of the problem 
was found in the bank’s own treasurer's 
check! 

In January of this year there was an- 
nounced the Adelphia Bank Check Pay 
Roll System, a distinctly new service 
which combined all the merits of pay- 


ing by cash with those of any pay-by- 
check system. hitherto devised, with 
many valuable features not possessed by 


either. The immediate effect of the 
new system, from the bank’s stand- 
point, was a saving in overhead ex- 
pense of approximately $15,000. Its 
armored trucks, which had been deliver- 
ing cash pay rolls, were discarded and 
the services of a day-and night-comple- 
ment of armed guards at once discon- 
tinued. 

Simplicity is the keynote of the ABC 
Pay Roll System. It operates in the 
following manner: 

After a certified copy of pay roll is 
presented to the bank, the customer's 
pay-roll work is completed. Within 
twenty-four hours and even less, a neat 
package of Adelphia Bank pay-roll 
checks is delivered, all of which are 
enclosed in individual envelopes of the 
window” type. The employer is thus 
relieved of any hazard and the neces- 
sity of carrying hold-up insurance. The 
costo! the service is based on-a deposit 
of twi-> the amount of the pay roll as 
a dea’ balance without interest. 


When the: certified copy of the pay 
roll showing names and shop number 


or any special marking desired is re- 


ceived at the bank, addressograph plates 
for each employe’s name are prepared 
and a payroll check is made out for 
each name on the pay-roll sheet. Being 
fed into the addressing machine in strips 
of six, it is possible to turn out ap- 


WILLIAM M. HARTZELL 


Former official of the Adelphia Bank 
and Trust Company, Philadelphia, 
and present manager of the pay-roll 
service for the Todd Company, 
Rochester, N. Y. 


proximately 1000 checks in an hour's 
time. 

Writing of the amount on the checks 
is a mechanical operation. A _ check- 
writer that shreds the amount into the 
body of the check and impregnates the 
words and numerals in two colors of 
indelible ink, at the rate of 1200 an 
hour, is used. 


SIGNING CHECKS BY MACHINE 


A check-signing machine, which not 
only imprints the treasurer’s signature 
by the process of offset lithography but 
cuts and stacks the checks in numerical 
order at the rate of 7500 an hour, is 
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utilized. The operation of this device 
js extremely simple. The signature is 
a combination of an autograph and 
photograph of the official signing the 
check or a trade mark or other in- 
signia of the bank. The most adept 
forger would have the utmost difficulty 
in attempting to tamper with signa- 
tures afixed to the ABC Pay Roll 
checks. The machine is further safe- 
guarded by an intricate locking device. 
A master key is held by the executive 
and a subordinate key is given to the 
operator of the machine. Both are re- 
quired to unlock it. ‘A tally of all 
checks run through the check-signer is 
furnished by means of a motor which 
is an integral part. 

The checks are lithographed in a dis- 
tinctive design on registered, forgery- 
and-alteration-proof paper. The slight- 
est erasure or application of ink- 
removing fluids will bring up countless 
repetitions of the word “void” on either 
the face or back of the paper. The 
check also contains a water mark of the 
ABC insignia. 

At the same time the pay-roll checks 
are prepared by the addressing machine, 
an identification card, smaller but 
matching in almost every respect the 
check itself and bearing the ABC water 
mark, is made out for each employe. 

Should there be any change in the 
pay roll from week to week, the em- 
ployer denotes the name of the new 
employe with a special symbol. New 
plates are made for these names. It is 
necessary to run the names of employes 
who have been removed from the pay 
roll through the addressing machine, 
but these are cancelled in the amount- 
writing operation. 


CASHING THE CHECKS 


In presenting the ABC checks for 
cashing, the holder must show his iden- 
tification card as there is a notice on 
the check itself that “payee must estab- 
lish his identity by exhibiting the signa- 
ture card water-marked the same as the 
check.” 


The Adelphia Bank and Trust Com- 
pany invested approximately $3500 in 


machinery and equipment to take care 
of the new system. The cost of mak- 
ing the check and identification card 
plus labor is approximately two cents. 
Figuring clearing at the rate of three 
cents per check, there is a net profit to 
the bank of one cent per check. These 
costs are virtually certain to decline as 
the volume of pay-roll business mounts. 

To obviate the difficulty of crowded 
bank lobbies on pay days, the Adelphia 
Bank was successful in obtaining the 
agreement of officials of the Philadel- 
phia district of a nationally-known chain 
store concern to cash ABC checks in 
more than 970 stores in an area cover- 
ing a radius of 100 miles from the city. 
This will, of course, provide greater 
convenience for the average worker and 
also overcome the objection that many 
banks have to the pay-by-check system. 
Negotiations are now under way with 
other chain-store groups to obtain a 
similar agreement. 

One of the first Philadelphia concerns 
to adopt the Adelphia Bank Pay Roll 
System was a bank-note manufacturing 
firm employing 450 workers. The bank 
closely observed the activities of these 
employes over a period of two months. 
The first week the majority of the 
workers cashed their checks at the near- 
est bank. The second week four banks 
were visited. At the end of the month 
checks were cashed in forty-one banks 
over a wide area, and the remainder 
were cashed by neighborhood stores. 

The most encouraging feature of the 
adoption of the ABC system by this 
particular firm was an enthusiastic letter 
from the president which pointed out 
that in two months’ time 139 of the 
450 employes had opened savings ac- 
counts. 

This bank’s experience shows that the 
ABC Pay Roll System has had a dis- 
tinct effect in making employes bank- 
conscious. Men who formerly walked 
out of the plant with their pay in cash, 
rarely got home with their wages in- 
tact. Since receiving their salaries by 
check, the same employes have in many 
instances through their first contact with 
a bank opened savings accounts. 
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Another factor of profit to the bank 
since the operation of the ABC system 
lies in the “float.” Workers receiving 
checks do not rush immediately to the 
bank to have them cashed. We find 
that there is a float of from 20 to 25 
per cent. for four days. 


ADVERTISING POSSIBILITIES 


There is an excellent advertising op- 
portunity for any bank which might 
adopt the ABC system in the envelope 
containing the pay-roll check. Not only 
can an attractive advertisement of sav- 
ings accounts, Christmas funds, etc., ap- 
pear on the face or back of the en- 
velope, but folders and other literature 
describing .the bank services may be 
placed inside with the check. A fur- 
ther advertising feature of course is in 
the check itself. 

That the Adelphia Bank Check Pay 
Roll System will prevent pay-roll hold- 
up is a certainty. The desperate crim- 


inal who has heretofore preyed upon 
aged paymasters, timid girl employes 
carrying pay-roll funds, and even at- 
tacked heavily armored cars, never stop- 
ping at murder, can see no profit in a 
package of checks. 


The various safeguards thrown 
around the system are wormwood and 
gall to the best forger or counterfeiter. 
The cross-hatching of the word “void” 
which springs to life at the merest at- 
tempt to change the face of the check; 
the ink-shredding process of the check- 
signer, and the complex signature ar- 
rangement of the check-signer, combine 
to rear a Gibraltar of safety against the 
most proficient check crook. 
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From the employer's standpoint, he 
not only is relieved of the strenuous 
strain of pay-roll work and the atten- 
dant danger if he pay in cash, but he 
has a perfect defense against the pay- 
roll padder. With the ABC Pay Roll 
system in operation he cannot pocket 
the pay of a phantom workman. He 
cannot connive with a crooked book- 
keeper to cash his employer’s pay check, 
destroy it after its return from bank, 
and split the proceeds. The ABC check, 
once cashed, goes to the bank’s book- 
keeper to be checked against the pay- 
roll sheet and then goes to the bank’s 
storage vaults. 

The employe, once check-conscious, 
becomes automatically bank-conscious. 
If he loses his pay check, afhdavit is 
immediately taken and payment is 
stopped. He is provided with facility 
in cashing his checks through agree- 
ments with chain stores. 

The bank is relieved of congestion on 
pay days, and the tellers are not faced 
with the perplexing question of priority 
between a workman eager to cash his 
check and an impatient depositor. A 
profit of one cent a check is derived in 
addition to the benefit of a measurable 
“float.” The opportunity of securing 
new business in savings accounts is 
excellent. 

It is the intention of the Adelphia 
Bank and Trust Company to make the 
ABC Pay Roll System available to all 
banks. ‘The entire plan has been copy- 
righted and application for patents 
made, but any bank desiring to avail 
itself of the advantages of the system 
may do so without payment of royalties, 
through the Todd Company of Roches- 
ter, licensee under the patent. 





Jersey City Bank Lends Money on 
Veterans’ Certificates 


N January, 1927, the first of the 
| adjusted service certificates—com- 

monly known as the “bonus’— 
which the Government had issued to 
World War veterans were eligible as 
security for loans, and the banks over 
the country were crowded with men 
who wished to borrow money on them. 
They were met in various ways. Some 
of the banks refused to lend money 
on the certificates because the small 
amounts of the loans and the large 
amount of red tape made an unprofit- 
able combination; others offered loans 
only to those veterans who were al- 
ready customers of the institution, and 
these most often were not the men who 
needed the loans. Other institutions 
made the loans as a patriotic duty, and 
did not expect the business to return 


them any profits. 

The Hudson County National Bank, 
of Jersey City, N. J., however, went 
after the business with the purpose of 
making both friends and a profit, an 
aim it has achieved. 


“The Hudson County National 
Bank,” said Morris Bernhard, trust 
officer, “anticipating possible confusion 
and difficulties such as were actually 
experienced by thousands of veterans 
all over the country, began a study of 
the details in the early fall of 1926, in 
order to prepare its staff with the 
necessary rules to guide them in the 
making of these loans. 

“Knowing that a great many, if not 
a majority, of the veterans who had 
expressed some dissatisfaction over the 
fact that the Government did not make 
a cash payment rather than provide for 
the payment of the bonus at the end 
of twenty years would only welcome 
the opportunity to plank these certifi- 
cates down under a note and get out 
whatever they could in cash, with no 
thought whatever of redeeming the 
certificates at maturity, we wanted to 
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have some assurance that if we made 
the loans we would encounter no diff- 
culty in getting them paid in accord- 
ance with the provisions of the act.” 

Mr. Bernhard, therefore, was dis. 
patched to Washington to find out 
whether the Government had made 
provision for paying for the redemp- 
tion of the certificates, if the loans were 
not repaid by the veterans, or whether 
it would be necessary for the bank to 
await payment until Congress appro 
priated the necessary funds for the 
redemption of the loans. He found 
there that the money had been appro- 
priated by Congress and that the funds 
were held by the Treasury Department, 
subject to their disposition by the Vet- 
erans Bureau. 

With this question answered satis 
factorilly, a set of rules was made up 
and distributed among the official staff 
of the bank, and particularly among 
the men and women who would be 
entrusted with the making of the loans, 
so that these people would be familiar 
with all the details. 

Then an advertisement was inserted 
in the local papers to acquaint the 
veterans, who had already been mak 
ing inquiries on the subject, that on 
January 3, 1927, they could obtain a 
loan on their certificate by signing a 
note and by proper identification, at 
any of the bank’s offices. This was 
limited to veterans in Hudson County, 
New Jersey, for the bank did not wish 
to encourage the loans by offering 
them without limitations. Veterans who 
applied for loans were also told of 
the benefit which would be theirs under 
the certificate both as to increasing 
loan values and at maturity. 

On the first business day of 1927 
hundreds of veterans lined the lobbies 
of the bank waiting for loans on their 
abjusted service certificates. The bank 
was ready for them. The form of note 
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which they were asked to sign had been 
prepared in accordance with the rules 
of the Federal Reserve Board. An afh- 
davit issued by the United States Vet- 
erans Bureau was taken at the time of 


the execution of the note. Identifica- 
tion was necessary, of course, but this 
was in most cases easily taken care of 
by comparison of the signature on the 
note with that on the applicant’s dis- 
charge. Each veteran was also asked 
to start a savings account and to de- 
posit in it regularly so that he would 
be able to repay his loan. 

Most of the loans were made for a 
period of nine months, so that the 
bank might use them for rediscount 
purposes, as provided for in the law, 
although the Hudson County National 
Bank has never considered using them 
for this purpose. 

Two weeks prior to the maturity of 
a loan, the bank forwards a notice to 
the veteran notifying him of the date 
of maturity. If the loan is not paid 
at maturity or within a month after- 
ward, the note and the adjusted service 
certificate are forwarded to the United 


States Veterans Bureau at Washing- 
ton, listing them on a memorandum 
sheet, which is prepared in triplicate. 
Two of these copies are forwarded to 
the Veterans Bureau, one of which is 
returned immediately, marked “re- 
ceived.” The notes are usually paid 
by the Government within a period of 
two or three weeks, and interest is 
figured and paid to the date of re- 
demption. 

“While other banks were expressing 
great doubt as to the feasibility or the 
advisability of making these loans,” 
said Mr. Bernhard, “and decided to let 
‘George’ do it, our institution not only 
made the necessary preparation but did 
not hesitate to call it to the attention 
of the veterans. The advertisement, I 
might say, was not inserted for the 
purpose of encouraging loans, but 
rather to avoid confusion and _ skepti- 
cism on the part of thousands of vet- 
erans who had done their share during 
the war and were entitled to all the 
consideration for this reason as well as 
for the fact that they represented many 
of our own depositors.” 
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“At the close of business on April 30, 
1930,” he continued, “we had made in 
all our offices 9407 loans aggregating 
$1,083,443, or an average of over $100 
per loan. Of this amount there were 
repaid 7383 loans aggregating $785,425, 
of which amount 4996 loans aggregat- 
ing $514,796 were repaid by the vet- 
erans themselves and 2387 loans 
amounting to $270,629 had to be sub- 
mitted to the United States Veterans 
Bureau for payment, so that we have 
outstanding today 2027 loans aggregat- 
ing $298,018, or an average of close 
to $150. 

“It is most encouraging to deduce 
from-an analysis of the figures as shown 
that, despite the prediction of members 
of our own official staff as well as 
fellow bankers, that practically all loans 
would have to be submitted to Wash- 
ington for payment, a little less than 


40 per cent. had to be thus sur 
rendered.” 

The rate charged by the Hudson 
County National Bank is that allowed 
under the act, which is 2 per cent. 
above the prevailing rediscount rate, 
except that the maximum cannot ex: 
ceed 6 per cent., the legal rate. 

The bank has experienced not a 
single loss due to forgeries, lack of 
proper identification or other causes. 
“Because,” said Mr. Bernhard, “the 
adjusted service certificates are as g 
as Liberty bonds, as far as security is 
concerned, the bank has been able to 
pocket a small profit with absolute 
safety and at the same time incur the 
good-will of thousands of veterans, most 
of whom were not depositors and pet 
haps did not know of the existence of 
the Hudson County National Bank 
until this service was placed at their 
disposal.” 





Problems in Bank Credit 


By M. E. RoBERTSON 
Credit Manager National Shawmut Bank of Boston 


Tue BANKERS MAGAZINE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 
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In order that all questions may be answered intelligently, it is requested that they 
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a city bank should conduct a 
tu investigation and express an opinion 
to a country correspondent when it 
inquires concerning commercial paper 
which it has purchased under option. 

E. L. M. 


Eh pgp Do you believe that 


ANSWER: In replying to commer- 
cial paper inquiries from correspondent 
country banks where they have pur- 
chased the paper under option it should 
be the function of the city bank to 
endeavor to give its correspondent the 
best sort of service and most accurate 
kind of information. With this thought 
in mind the city bank should check the 
name quite as carefully, study it and 
analyze it in the same manner as if it 
were buying the paper for its own 
account, in order that it may render 
a worthwhile service to the country 
bank. The city bank is ordinarily in 
the best position to obtain the most 
accurate information and has the facili- 
ties for making a careful analysis. As 
to whether or not it should render a 
definite opinion regarding the goodness 
of the offering is a matter which has 
been debated between city bankers. 
However, whether or not it expresses 
a definite opinion, it at least owes to 
its country correspondent the expression 
of facts concerning the name which are 


the result of careful investigation and 
analysis. If the city bank will definitely 
indicate actual facts of the situation it 
must in so doing come pretty close to 
indicating whether or not it regards 
the paper as a desirable investment 


even though it may not express the 
opinion in just those words. 


QUESTION: I am very much inter- 
ested in knowing what your practice 
and procedure is with regard to check- 
ing names of national importance which 
have a large number of banking connec- 
tions. I am wondering whether you 
make it a practice to write all banks 
of deposit each time you revise your 
files and whether or not you revise 
your files on these names annually. It 
may be that you write some of the 
banks one year and some of them 
another year in order that you cover 
them all over a certain period. I have 
in mind particularly names having 
perhaps fifteen or twenty banking con- 
nections. I would appreciate very much 
an outline of your procedure, and any 
comment you care to make in this 


direction. MR: -T. 


ANSWER: We have been pleased to 
write to a number of large banks in 
the country to find out what their 
practice is in connection with the ques- 
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tion which you ask. In_ practically 
every instance we found it customary 
for most large banks to make a prac- 
tice of revising the files of their bor- 
rowing customers at least once annually. 
Exceptions were made in the case of 
concerns of national importance whose 
credit standing was not questioned in 
the slightest, but the majority of banks 
expressed the preference to revise the 
files of borrowing customers on very 
near to an annual basis. Of course, 
there are instances where banks feel 
particularly close to the management 
by reason of its being represented on 
their board of directors or otherwise 
and, therefore, do not feel that periodic 
revisions are necessary or proper. In 
checking larger concerns with a con- 
siderable number of banking connec- 
tions most of the banks with which we 
communicated indicated that it was 
their practice to write only to the con- 
cern’s most important banking connec- 
tions, for example, banks granting lines 
of $500,000 and upward. The reason 
for this practice seemed to be that in 
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most instances it was felt that the 
smaller banks granting less important 
lines of credit relied to a large extent 
on the opinion of the larger banks, 
that usually the smaller banks were 
not close to the management, nor 
closely informed concerning the com: 
pany’s affairs, and, further, many times 
the smaller bank did not even indicate 
the line of credit granted or the amount 
owing, which meant that checking with 
them was of little or no value. Some 
of these banks made the practice of 
obtaining a company’s total bank lines 
from the management of the company 
itself rather than depending on its own 
checkings, because of the reasons afore’ 
mentioned, and, therefore, confined its 
checkings entirely to the large and rep’ 
resentative banking connections of the 
company. There were others, however, 
who stated that, while they did not 
always check with every banking con: 
nection of the company, as a general 
rule they did check with every connec’ 
tion unless the number was exceedingly 
large. We believe that the foregoing 
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will give you some idea of the general 
practice pursued by the larger banks, 
and trust will answer the question 
which you have in mind. 


QUESTION: What is your opinion 
regarding the purchase of notes of 
public utility companies in the open 
market as a temporary investment for 
surplus funds? How would you go 
about judging the desirability of such 
a note? Your comments will be very 
much appreciated Le eh. 


ANSWER: A short time ago a note 
of this character came to our attention 
in connection with a purchase made by 
a country bank and we knew of no 
reason why such a note should not 
prove a desirable type of investment in 
instances where the _ rediscountable 
feature was not a consideration and 
where the company met certain qualita- 
tive tests. A public utility company’s 
statement cannot, of course, be viewed 
and analyzed in the same way as a 
merchandising company. ‘The current 
position has little or no bearing on the 
general analysis. Perhaps the most 
prime considerations are the company’s 
earning ability, its present funded debt 
and the likelihood of its ability to re- 
finance its floating debt. The company 
which came to our attention was one 
of the operating units of a large holding 
company. It had a good earning record, 
but earnings had been largely distrib- 
uted to the holding company in the 
form of dividends; it had no funded 
debt, but improvements to properties 
had been financed during recent years 
by an expansion of floating debt. A 
company cannot go on_ indefinitely 
expanding floating debt, but in this 
instance the absence of any bonds 
whatsoever; the fact that earnings were 
in good ratio to capital invested, and 
would cover the interest charges on a 
funded debt several times as large as 
the present floating debt and then 
several times over; the fact that earn- 
Ing record was steady, etc., seemed 
ample proof that bonds might be floated 
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to properly take care of floating debt, 
and it seemed that the notes presented 
a proper investment for their type. 


QUESTION: An insurance agency 
maintaining an account with us makes 
the following financial statement: 


ASSETS 
Cash 


Accounts receivable 
Notes receivable 


LIABILITIES 


Notes payable to bank 
Due insurance companies 
Miscellaneous 

Net worth 


$10,000 
- 14,534 
775 
14,534 


$39,843 


It so happens that the $10,000 loan 
is one to our bank, as we have the 
only account, and the company keeps 
very nice balances with us which 
usually accumulate during the month 
and then draw down considerably soon 
after the first of the month. Would 
you regard the loan as large based 
on the statement? The individuals 
are well and favorably known to us, 
but we do not believe they have any 
large amounts of outside means aside 
from their own homes. 


ANSWER: The statement which you 
give of an insurance agency cannot 
be regarded as showing the entire 
responsibility which the agency might 
claim. As you are probably aware, a 
great many of their policies, life, fire 
and otherwise, automatically renew 
year after year and this is a very 
valuable asset to the company both from 
a tangible and intangible viewpoint. 
For example, in connection with their 
life insurance they probably secure a 
substantial part of the first year’s 
premium as a commission (perhaps 50 
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per cent.) and very likely in addition 
on a majority of such insurance secure 
a limited percentage for a period of 
years after that. Therefore, as long as 
the policy-holder keeps the policy in 
force and pays the premium they have 
built up a future income. In the case 
of fire and other policies normally 
written for a period of from one to 
three years they are very likely to 
secure a good percentage of renewals 
of these policies, which is a more in- 
tangible form of future income. There 
are those who are willing to buy agent's 
renewals on life policies on a definite 
basis, and in some cases two or three 
times the agent’s annual percentage, 
and the agent which you speak of 
would, no doubt, be justified in in 
cluding such an asset in his balance 
sheet provided he gave it a conservative 
valuation. Further, an insurance agency 
which is established and has built up 
good-will could always be sold for a 
considerably larger amount than its 
tangible assets, for there are generally 
those who are willing to buy an agency 
based on its income-producing ability. 
It would, therefore, seem in the instance 
which you mention, and in view of the 
amount of receivables shown, that the 
agency transacted a fair volume of 
business and that there is a good basis 
of credit aside from the actual figures. 
Further, the agency only has to remit 
to the insurance company perhaps sixty 
days after the policy is written and 
therefore, the agent has an opportunity 
in the event that the policy-holder fails 
to pay the premium within that period 
to cancel the insurance without any 
particular loss to the agency. In fact, 
the agent always has somewhat of a 
safeguard over the amount of losses 
which he might sustain from bad credits 
by his ability to cancel policies, and 
loss from poor credits as well as exces 
sive overhead are the only factors 
which can vitally affect his financial 
responsibility. 
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Experience 


in any business is important, 
but in the banking business, 
the channel through which 
all other businesses are 
conducted, experience is 
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cumulative uninterrupted 
experience of one hundred 


and six years! 
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Rome C. STEPHENSON 
New president of the American Bankers Association; vice- 
president St. Joseph County Savings Bank and president St. 
Joseph Loan and Trust Company, South Bend, Ind. 


The American Bankers Association 
Fifty-sixth Annual Convention 


ECAUSE of its numerical strength 
and its long and honorable _his- 
tory the annual conventions of 
the American Bankers Association have 
rightly come to be regarded as events 


of exceptional importance. Few con- 
ventions of the fifty-six held have met 
under more trying conditions than those 
prevailine when the recent meeting con- 
vened at Cleveland on September 29. 
In the tace of these conditions the con- 
vention acted with moderation and re- 
straint. [t had no extended remedial 
legislativ. program to offer, and in the 


resolutions adopted, which were hopeful 
in character, unwise action, initiated 
under the laudable desire of relieving 
distress, was deprecated. 

The outstanding feature of the con- 
vention was the address of the Presi- 
dent of the United States, who took ad- 
vantage of the opportunity to present 
to the people of the country an outline 
of what is being done by the Govern- 
ment and industrial leaders to reduce 
the suffering due to the existing de- 
pression, and the further steps still es- 
sential to shorten its continuance. The 
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JoHn G. LoNnsDALE 


Retiring president of the American Bankers Association; 
president of the MercantileCCommerce Bank and Trust Com- 


pany, 


President’s address appears in its en- 
tirety further on, but some of his state- 
ments will bear repetition. Here is one 
of them: 


“I always have been, and I remain, 
an unquenchable believer in the resist- 
less, dynamic power of American en- 
terprise. This is no time—an audience 
of American leaders is no place—to talk 
of any surrender. We have known a 
thousand temporary setbacks, but the 
spirit of this people will never brook 
defeat.” 


And here is another: 


The whole purpose and 
ideal of this economic system which is 
distinctive of our country is to increase 
the standard of living by the adoption 
and the constantly widening diffusion 
of invention and discovery amongst the 
whole of our people, any retreat from 
our American philosophy of constantly 
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St. 


Louis. 


increasing standards of living becomes 
a retreat into perpetual unemployment 
and the acceptance of a cesspool of 
poverty for some large part of our 
people. 

“Our economic system is but an in 
strument of the social advancement of 


the American people. It is an instru 
ment by which we add to the security 
and richness of life of every individual. 
It by no means comprises the whole 
purpose of life, but it is the foundation 
upon which can be built the finer things 
of the spirit. Increase in enrichment 
must be the objective of the nation, not 
decrease. 

“In conclusion I would again profess 
my own undaunted faith in those 
mighty spiritual and intellectual forces 
of liberty, self-government, initiative, 
invention and courage, which have 
throughout our whole national life mo 
tivated our progress, and driven us ever 
forward. These forces, which express 





H. J. Haas 


Vice-president of the First National Bank of Philadelphia, who 
has been elected first vice-president of the American Bankers 
Association. 


the true genius of our people, are un- 
diminished. They have already shown 
their ability to resist this immediate 
shock. Any recession in American busi- 
ness is but a temporary halt in the 
prosperity of a great people.” 


President John G. Lonsdale’s ad- 
mirable address, published in full in 
succeeding pages, carefully analyzed the 
existing economic situation, and gave an 
excellent summary of the activities of 
the American Bankers Association dur- 
ing the year of his administration. In 
the following statement he emphasized 
the desirability of scientific bank man- 
agement: 


_ “The rise of interest among bankers 
‘nN more scientific management and con- 


duct of the banking business is a de- 
velopment of the highest importance to 
banks and to those they serve, and it 
augurs well for the future of all busi- 
hess. Scientific management, while add- 


ing to the profit and to the safety of 
banking, does not produce benefits solely 
for the bank. Scientific management 
means in the last analysis a more just 
and equitable distribution of costs 
among the customers—the relief of good 
business from the burden of carrying 
poor or unprofitable business—the pos- 
sibility of extending more credit to 
worthy and substantial lines. No effort 
of the American Bankers Association 
to help banking has brought greater 
results than its bank management con- 
ferences and its bank management 
studies. No movement in banking is 
more worthy of our attention than the 
continued study of scientific bank man- 
agement.” 


The rapidly changing conditions do 
not, in the opinion of Mr. Lonsdale, 
offer a favorable opportunity for gen- 
eral Federal legislation affecting banks. 
In his own words: 
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Francis H. Sisson 


Vice-president of the Guaranty Trust Company of New York, 
who was elected second vice-president of the association. 


“If, therefore, you ask ‘Whither bank- 
ing?” who can answer otherwise than 
‘With the needs of industry, commerce, 
agriculture, and the average man.’ It 
has little choice. Perhaps, therefore, we 
should not urge immediate general legis- 
lative enactments at Washington affect- 
ing banks, for we should be able to see 
the way ahead more clearly than is now 
possible before there is set by law a 
course that years may be required to 
change.” 


To the hosts of the convention and to 
his associates President Lonsdale paid 
this graceful tribute: 


“In opening this, the fifty-sixth an- 
nual convention of the American Bank- 
ers Association, I want to pay a brief 
but highly sincere tribute to the splen- 
did city of Cleveland, her business men 
and bankers, who have so graciously 
and thoughtfully provided for our com- 
fort, convenience and entertainment and 
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te her women who have planned so de- 
lightfully for those of our families who 


are here with us. Cleveland is great, 
not only as a commercial and financial 
center but is outstanding in her culture 
and hospitality. We are deeply obli- 
gated to her leaders for their unselfish 
co-operation in making this gathering 
the great success that it promises to be. 

“As a prelude to the address which 
I am about to deliver, I want to avail 
myself of this opportunity to thank the 
various divisions, commissions and com 
mittees and members of our association 
for the splendid and loyal way in which 
they have co-operated in carrying out 
our program in the past year. Likewise, 
a sincere compliment is due our head: 
quarters staff, which has so faithfully 
and efficiently accomplished the great 
mass of detailed work that came before 
it. I have thoroughly enjoyed my a” 
sociation with all these toilers in the 
financial vineyard and I want every 





GraNtT MCPHERRIN 


President Central National Bank and Trust Company, Des 
Moines, Iowa, and treasurer of the A. B. A. 


member of our association to know that 
it has been both an honor and privilege 
to serve in the cause of better banking.” 


Discussing “The Cycle of Prosperity,” 
Alexander D. Noyes, financial editor of 
The New York Times, said: 


“Economic history is relentless in 
teaching that the popular vice which 
needs correction is excessive spending, 
not excessive saving. It also bears un- 
broken testimony to the results of a 
race by the whole community into ex- 
travagance and debt.” 


Mr. Noyes deduced hope for the fu- 
ture from the experience of the past, as 
he thus described it: 


“What brought about the American 
revival of 1898 and 1900, when our 
manufacturers for the first time cap- 
tured the markets of the world, with 
Profits previously unimagined for the 
very industries which had been 


falling into nation-wide insolvency only 
four or five years before? The answer 
is that our producers and wage earners 
had learned the lessons taught by the 
panic of 1893 and by the grinding trade 
depression of 1894, and had outstripped 
Europe in the race for economical man- 
ufacture. What caused the famous 
outburst of American prosperity in 
1925, when our markets of 1921 and 
1922 had been talking of industrial ruin 
from the crash in staple prices and the 
nation-wide ‘frozen credits’? Does any- 
one question for a moment that those 
bitter experiences of deflation days were 
the direct and immediate occasion for 
the drastic economies, the increase of 
productive man-power, the discovery of 
the secrets of mass production with 
equivalent lowering of prices, the ex- 
tension of markets on the basis of sound 
credit, which introduced what was for 
American industry at any rate a new 
economic era? 

“We are presently to enter now on 
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HERBERT HOOveER 
President of the United States, who addressed the association. 


another and precisely similar chapter of 


experience. But let us not overlook the 
fact that in all these previous epochs of 
revival, our industrial achievement was 
not based merely on application of new 
and aggressive methods, but on coura- 
geous recognition of the fallacies and 
blunders that had prevailed before the 
economic reckoning. If the markets of 
1879 and 1898 and 1925 had chosen to 
revert to the reckless use of credit 
which was a matter of course a very 
few years before, if they had resumed 
the talk of an American position so 
impregnable that industry was at liberty 
to discard the economic maxims of the 
past, we should have had a very differ- 
ent picture. If the prediction very gen- 
erally made six months ago had been 
fulfilled, that last spring would bring 
resumption of the ‘business boom’ and 
the Stock Exchange speculation of 1929, 
the longer prospect for the new chapter 
of real prosperity might have been 
gravely jeopardized. But with all their 
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mercurial and imaginative instincts, this 
is not the way in which the American 
people deal with an economic crisis. 
The very fact that disappointment of 
unwarranted hopes had brought the 
markets face to face with the realities 
of an unpleasant situation was the 
surest guarantee that the situation 
would be met.” 


After recounting various grounds for 
hope for the future, Mr. Noyes con’ 
cluded: 


“But possibly more important than 
any of these powerful elements of eco 
nomic strength, our producers, our 
financiers and the American public are 
facing their financial problems soberly 
and intelligently, settling down to hard 
work; discarding completely the danger 
ous illusions of the last two years, and 
getting ready to meet and turn to the 
community’s advantage whatever reali 
ties may be ahead of us.” 
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BRANCH BANKING 


This question, which has agitated the 
American Bankers Association for sev- 
eral years, came up again at the Cleve- 
land convention. R. S. Hecht, presi- 
dent Hibernia Bank and Trust Com- 
pany, New Orleans, and chairman of 
the economic policy commission, made 
a notable address in which he gave a 
history of recent banking developments. 
He prefaced his comments on “Unit vs. 
Branch or Group Banking” with the 
following observations: 


“But before I pass to a discussion of 
that subject I want to make it clear 
that at heart I still hold to the same 
views concerning our unit banking sys- 
tem which I expressed in an address at 
the Philadelphia convention two years 
ago. My sympathies still are with the 
independent banker and I am as much 
as ever opposed to the creation of a 
banking monopoly in the hands of a 
limited few. Nor have I any doubt 
that there still is plenty of room and 
plenty of opportunity for the well man- 
aged unit bank operating in a territory 
capable of producing sufficient business 
to permit of profitable operation. I 
also still hold to the opinion that pub- 
lic welfare demands the maintenance 
and strengthening of our independent 
unit banking system wherever its ser- 
vices are economically justifiable. How- 
ever, the march of events of the last 
few years seems to draw us irresistibly 
toward some modification of our bank- 
ing structure and I feel that if economic 
developments and the best interests of 
the public demand some changes we 
bankers have no right to oppose them 
trom any selfish standpoint. We must, 
of course, insist on very thoughtful con- 
sideration of the many problems in- 
volved hefore we subscribe to new 
theorics or approve legislation which 
might result in the hasty scrapping of 
old practices and traditions which have 
served us well in the past.” 


Mr. echt recognized that the course 


of e was tending in a direction 
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contrary to his own personal views on 
the subject of branch banking and to 
the action taken at previous conven- 
tions of the American Bankers Associa- 
tion. In concluding his able presenta- 
tion of the subject, he said: 


“I hold no brief for group or chain 
banking systems, nor am I advocating 
their extension, but I think it but fair 
to give their organizers credit for proper 
motives in the development of their 
business and I believe that we owe it to 


R. S. Hzcut 


President Hibernia Bank and Trust 

Company, New Orleans, La., who 

presented the report of the economic 
policy commission. 


them to keep an open mind on the sub- 
ject. 

“Certain it is that we cannot stem 
the tide of economic events by passing 
hostile resolutions or by mere appeals 
for still more legislation. 

“We must also give serious considera- 
tion to the social problems that are in- 
volved in these developments and must 
take cognizance of what the public is 
saying on this new era of banking de- 
velopment. For public opinion cannot 
safely be ignored by any business, least 
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of all by banking, which is admittedly 
semi-public in character. 

“It is proper that we should continue 
to do everything we can for the pro 
tection of the independent banker but 
would it not be better for us to face 
the realities of the situation and admit 
that economic tendencies are towards at 
least a moderate extension of the mul- 
tiple banking system? 

“Much new legislation has already 
been suggested and more will no doubt 
be proposed at the coming session of 
Congress. 

“So far as the group banking de- 
velopment is concerned, I do not feel 
that radical legislation of any kind is 
called for at this time. Neither a 
forcible effort to stop by national legis- 
lation this new phase of banking from 
developing, nor any special efforts to 
hasten its progress would seem ad- 
visable. 

“Further time and opportunity should 
be given to study these developments 
and observe the results, so that we may 
really know what we want to be sure 
that the good features may be pre- 
served and the evils corrected when 
legislation is ultimately passed. 

“Bankers are by training opposed to 
radical changes. This does ‘not justify 
us, however, in hiding our heads in the 
sand in ostrich-like fashion and to pre- 
tend not to see the changes which are 
going on all around us. Banking evolu- 
tion is taking place whether we will or 
not and if the public welfare seems to 
demand it, we should not hesitate to 
modify our previous position. 

“Three times in recent years has this 
association adopted vigorous resolutions 
condemning branch banking in any 
form. And yet, during all these years 
economic forces have been running the 
other way and branch banking has 
grown at a rapid pace. 

“Shall we go on and for selfish rea- 
sons attempt to block natural economic 
forces, or shall we frankly admit that 
conditions have changed and that some 
modification of our attitude toward 
branch banking is justified? 


“Do not misunderstand me. I would 
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not have you commit this association to 
any fixed program at this time, for | 
realize it would be utterly impossible 
for all of our members to lay aside, 
suddenly, their many different opinions 
and interests and unite on a fixed 
branch banking policy or rally to the 
support of any particular new law look 
ing towards that end. 

“Nor would I, if I could, persuade 
you to approve the ‘trade-area branch 
banking’ proposal which wouid over 
step states rights and create new prob 
lems and jealousies between our differ 
ent classes of banks. I would not even 
go so far as to suggest that you ad- 
vocate state-wide branch banking, except 
that I believe that in all fairness to 
national banks they should be given ex: 
actly the same privileges accorded state 
banks in states where state-wide branch 
banking is already permitted. 

“Tt is not at all necessary for us to 
advocate any revolutionary changes in 
our banking system to adjust ourselves 
to the changed condition but, on the 
other hand, we should, I think, admit 
that we cannot adhere to the rigid 
policy the association has adopted in 
the past and should recognize that some 
extension of branch bank privileges 
within such restricted territorial limits 
as experience has proven would be eco 
nomically sound and will inevitably 
come. 

“It is not for me to suggest just what 
position this convention may wish to 
take in dealing with this problem. Nor 
do I see how we could hope to get 
absolute unity of opinion on that sub 
ject as long as we have national banks 
and state banks, commercial banks, saw 
ing banks and trust companies, large 
banks and small banks, city banks and 
country banks, banks which can thor 
oughly well serve their community as 
independent unit banks from a single 
banking house, and banks, on the other 
hand, whose business clientele can best 
be served only with one or more 
branches. 

“However, while there is this inherent 
and desirable diversity in banking, there 
is at the same time a clear-cut unity 0 
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purpose running through all banks, and 
that is to render sound, efficient, profit- 
able service to the public. No matter 
under what form of institutional or- 
ganization banks may operate they all 
exist for that one purpose, even though 
achieved through various channels. 

“The American public, on the other 
hand, is primarily interested in the con- 
tinued safety of banks and if too rigid 
an anti-branch bank policy stands in 
the way of the best interests of banking 
and of public welfare, then let us not 
hesitate to admit that the tendency of 
the times and the evolution of Amer- 
ican business call for some realignment 
of our views and some modification of 
our previous attitude on the subject.” 

RESOLUTION ON BRANCH BANKING 

The resolution relating to this subject 
approved branch banking in metropoli- 
tan areas, and county-wide branch 
banking in rural districts ““where eco- 
nomically justified,” the resolution read- 
ing in full: 


“The American system of unit bank- 
ing, as contrasted with the banking 
systems of other countries, has been 
peculiarly adapted to the highly diversi- 
fied community life of the United States. 
The future demands the continued 
growth and service of the unit bank in 
areas economically able to support 
sound, independent banking of this 
type, especially as a protection against 
undue centralization of banking power. 
Modern transportation and other eco- 
nomic changes, both in large centers 
and country districts, make necessary 
some readjustments of banking facilities. 

“In view of these facts this associa- 
tion, while reaffirming its belief in the 
unit bank, recognizes that a modifica- 
tion of its former resolutions condemn- 
ing branch banking in any form is ad- 
visable. The association believes in the 
economic desirability of community- 
wide branch banking in metropolitan 
areas and county-wide branch banking 


in rural districts where economically 
Justified 
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“The association supports in every 
respect the autonomy of the laws of the 
separate states in respect to banking. 
No class of banks in the several states 
should enjoy greater rights in respect to 
the establishment of branches than 
banks chartered under the state laws.” 


But there were some opposing views 
expressed; for example, J. A. Pondrom, 
chairman of the executive committee of 
the First National Bank, Dallas, Tex., 
thus voiced his opposition: 


“I appreciate keenly, just as anyone 
in this association does, the character of 
the men who formed that resolutions 
committee and their ability, their in- 
telligence. Most of them are warm, 
personal friends of mine. Nevertheless, 
I do not think that has anything to do 
with this proposition. Are we going to 
reverse ourselves and if we are let us 
make a complete job of it. If you 
admit that county-wide branch bank- 
ing is the thing then you admit that 
state-wide branch banking is good, and 
that nation-wide branch banking is 
good because you cannot say a single 
word in favor of the one that does not 
apply equally in favor of the other. If 
we are going to reverse our position— 
and this is a reversal of all of it—and 
admit that we have been wrong then 
let us admit that we have been wrong 
wholly.” 


BANK TAXATION 


Thornton Cooke, president of the 
Columbia National Bank, Kansas City, 
Mo., spoke on “The Business Man and 
~, Banker Discuss Taxation.” He 
said: 


“Taxation is not a dry subject. Your 
own taxes are interesting; so are your 
neighbor’s; and tax receipts are both 
financial and human documents. There 
isn’t a man, probably not a woman, here 


who isn’t interested in taxation. Prop- 
erly presented, it could be the most ab- 
sorbing topic of the convention.” 

Mr. Cooke then told of a comparison, 
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of their tax receipts, made by himself 
and a business man. He did not stop 
with this comparison, but went to the 
authorities and investigated the expendi- 
tures of his community. It was Mr. 
Cooke’s opinion that, in view of the en- 
larged demand for public services of 
various kinds, taxation was likely to in- 
crease, and that new sources of taxation 
would have to be found. “We shall,” 
he declared, “undoubtedly increase the 
number of articles specifically taxed— 
theater admissions, cigarettes, oil pro- 
duced, timber cut, coal mined, and the 
like. There are advocates of a general 
sales tax, but practically it seems un- 
likely to be adopted.” 


are some of his concluding 


“This discussion is all in point here, 
because long ago most of us learned that 
the question of bank taxation could not 
be settled by itself. It is bound up 
with the whole tax problem. To solve 
that the time here is all too brief. 
What taxes should be, how controlled, 
how imposed, each of you must con- 
clude for himself; but these are your 
necessary, your inescapable premises. 

“1. It is a question of attitude. 
Bankers and other business men can no 
longer rail at public expenditures merely 
because they increase, nor without first 
making the same thorough analysis they 
would make of any other important 
business problem. 

“2. Aggregate expenditure will not 
come down. Under the sound require- 
ments of modern government it will in- 
evitably go up. 

“3. Justice and expediency both re- 
quire that tax increases be not imposed 
upon those who have so far borne the 
major burden; but that new sources of 
revenue be sought out. 

“What those sources shall be, per- 
haps we cannot yet fully know. But 
as bankers and business men we can 
know the facts, and recognize the trend 
that progress takes, and assume toward 
the problem of taxation the constructive 
attitude of understanding.” 


FURTHER DISCUSSION OF TAXATION 


Under the topic “The Drift .Toward 
Confiscation,” President Fred W. Sar- 
gent of the Chicago and Northwestern 
Railway continued the discussion on 
taxation, with special reference to its 
bearings on the railways. He pointed 
out that the railways represented the 
country’s largest single industrial in- 
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President Columbia National Bank, 
Kansas City, who presented the re- 
port of the taxation committee. 


dustry, and emphasized the interest of 
bankers and other investors in their con- 
tinued prosperity. “You as bankers,” 
he said, “have a direct and very vital 
interest in this subject. It is safe tc 
say that the total amount of railroad 
bonds of all classes outstanding in the 
hands of the public is somewhere be- 
tween twelve and thirteen billions of 
dollars. Many of these are owned by 
trust companies and banks, including 
savings banks. At the present moment 
their future is seriously affected by the 
depressed and depleted earnings of the 
carriers, and in the face of this situa- 
tion we find orders issued, and applica- 
tions being considered, which, if 
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granted, will again in a most emphatic 
and dangerous way continue the process 
of rate reductions that has taken place 
in the western territory since 1921.” 


INCREASED TAXATION OF RAILWAYS 


How railway taxes have been mount- 
ing was thus pictured by Mr. Sargent: 


“With reference to the subject of 
taxation of railroads, it is interesting to 
note that in the last four decades our 
national wealth has increased almost 
500 per cent.; our national income has 
increased over 500 per cent.; railway 
property investment has increased 200 
per cent.; and railway gross income has 
increased about 500 per cent., but rail- 
way taxes have increased 1220 per cent., 
while other than railway taxes have in- 
creased 952 per cent. 

“Since 1911, which year I take be- 
cause it was the beginning of uniform 
railway accounting prescribed by the 
Interstate Commerce Commission, the 
rate of increase in taxes has been more 
than double the rate of increase in gross 
earnings. In the last decade the rail- 
ways have paid taxes in the amount of 
three and one-half billions of dollars, 
which was one billion dollars more than 
they would have paid had the ratio of 
taxes to gross earnings remained the 
same as it was in 1920. 

“In 1929 the railways handled ninety- 
seven billion ton-miles of freight and 
seven billion passenger miles, the net 
revenue from which was wholly ab- 
sorbed by tax requirements. The rail- 
ways in the United States are paying 
almost one-fourth of their net earnings 
in taxes. In the United States the rail- 
ways are paying close to 6 per cent. 
of their gross earnings to the Govern- 
ment. In Canada they pay less than 
2 per cent. If our railways paid only 
on the Canadian basis with relation to 
gross carnings, our railway taxes would 
be reduced by more than two hundred 
and fitty millions of dollars per annum.” 


Mr Sargent concluded his admirable 
study of railway taxation as follows: 
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“I have tried to give you a picture 
of the processes that have been going 
on through legislative and administra- 
tive channels which, if continued, are 
likely to have a very serious and far- 
reaching effect upon the prosperity of 
the country. First, these processes con- 
stitute a very unfortunate threat to the 
safety of railroad securities. If these 
securities are menaced, then the future 
of railroad credit is in jeopardy. With 
the future of railroad credit in jeop- 
ardy, railroads must indulge in policies 
of drastic retrenchments, not only in the 
purchase of materials and supplies but 
in the employment of labor. The rail- 
roads, therefore, have a right to appeal 
to you and the American public, not 
only in the interest of their own se- 
curity holders and the welfare of 
their own properties, but in the in- 
terests of the greater public good. The 
ultimate cost to the entire industrial 
structure if the present tendency con- 
tinues will be enormous, not only in 
the deflation of honest investments in 
railroad securities and not only in the 
loss to business generally by a policy of 
drastic curtailment upon the part of 
the railroads, but also a loss to the 
shippers themselves that will make small 
margin of difference if the level of 
rates sinks into insignificance. A very 
small difference in the level of freight 
rates spells prosperity or disaster to the 
carriers. Failure of carriers to afford 
adequate and efficient transportation 
means enormous losses to shippers. I 
have no better authority upon this sub- 
ject than President Hoover, who, when 
Secretary of Commerce, said in re- 
ferring to the enormous car shortages 
that existed at and prior to the war, 
that this shortage was costing the 
shippers of America in excess of one 
billion dollars per annum. 

“In brief, the processes which I have 
attempted to enumerate may be defined 
as follows: 


“1. A constant nibbling away at the 
rates by rate reductions, beginning with 
the year 1921 and culminating in the 
present year in reductions in rates on 
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grain and grain products of a very 
drastic character. 

“2. While these reductions have 
been and are going on, the railroads 
have been and are losing considerable 
quantities of freight through the use of 
the taxpayers’ money and the power and 
influence of the Government in divert- 
ing trafic from the railroads to other 
forms of subsidized transportation. 

“3. While these processes of rate re- 
ductions and the diversion of traffic by 
subsidized transportation have been tak- 
ing place, the carriers’ expenses have 
been increased largely through agencies 
operating under governmental law, till 
today the rates of compensation are 
greater than the highest point of war 
wages and our taxes are at the highest 
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to you all and it needs no argument to 
demonstrate the statement contained in 
the brief of the western railroads that 
they are sustaining serious loss by rea- 
son of subsidized highways and water- 
ways, which materially affect their 
volume of traffic. 

“I realize that this may not be a 
pleasant picture to paint for those to 
whom we look for the financing of our 
properties, but I also believe that ab- 
solute earnestness and integrity is the 
only policy that in the long run will 
maintain the confidence of investors. 
I am also satisfied that if intelligent and 
courageous action is taken at this time 
and if this whittling away of rates is 
terminated, if the Government will re- 
quire other competing forms of trans- 


The American Bankers Association, which is the nation- 
wide organization of all classes of banks in the United States, 
has members.in every state and territory of the Union, number- 
ing about 20,000 out of the 24,000 banks in the country. It 


includes virtually all the larger banks and a great majority of 
the smaller ones, and comprises, it is estimated, 90 per cent. or 


more of the nation’s aggregate banking resources, or some 
$65,000,000,000. 


level in the history of American rail- 
road administration and are increasing 
by leaps and bounds each passing year. 

“No industry can have its income 
constantly reduced and its expenses 
constantly increased without ultimately 
meeting disaster. In a measure it can 
overcome these ill effects by greater 
economies and greater efficiency and an 
increase in its volume of business. These 
economies and this efficiency the rail- 
roads have been practicing in a most in- 
tensive and intelligent way, but there is 
little left in that direction at the pres- 
ent moment. Further economies and 
eficicncies in any reasonable proportion 
to the reduction in revenues that is 
takin place will not be sufficient to 
meet the situation. 

“The loss of passenger traffic due to 


imp: ved highways is a subject familiar 


portation to pay their own way, if the 
burdens of an excessive system of trans- 
portation as now imposed upon the 
railroads can be in some fair way lifted, 
that the security of railroad investments 
need not be questioned. And over and 
above and beyond this a great step 
forward will be taken looking to the 
general prosperity of all our people. 
“In conclusion, permit me to say that 
I am not an alarmist, that I have faith 
in the justice of the American people 
when they know the facts, but that I 
cannot fail at the present moment from 
being somewhat apprehensive not only 
as to the future welfare of the rail- 
roads themselves but as to the far- 
reaching and disastrous effect that 
further curtailment of their earnings 
may have upon the prosperity of the 
nation as a whole. In the light of this 
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situation I have presumed to present the 
facts to you as they most certainly exist 
at the present moment and to beseech 
your earnest attention to the subject, 
for I feel with confidence that if you 
will give these problems that same 
energy and great ability that you give 
to the immediate administration of your 
own affairs, we will pass successfully 
through the present emergency, the in- 
tegrity of railroad investments will be 
preserved, the prosperity of the country 
materially aided by making it possible 
for the railroads to prosper, and as a 
result great and helpful nation-wide 
service will be rendered in the interests 
of the prosperity of all classes of our 
people and all sections of our common 
country. 

“I would like to close with a state- 
ment made by President Hoover in 
September, 1924, when he was Secre- 
tary of Commerce, and which reads as 
follows: 

“‘Rither we are to remain on the 
road of individual initiative, enterprise 
and opportunity, regulated by law, on 
which American institutions have so far 
progressed, or we are to turn down the 
road which leads through nationalization 
of utilities to the ultimate absorption 
into Government of all industry and 
labor.” 

“My hope for the future of America 
is that the President will secure suffi- 
cient support to enable him to translate 
into practical results the philosophy 
contained in that admirable and states- 
manlike utterance.” 


HOW THE WORLD LOOKS TO A NEW YORK 
BANKER 


Taking for his subject “The World 
Today,” Fred I. Kent, a director of the 
Bankers Trust Company of New York, 
made a number of philosophic observa- 
tions respecting matters of deep concern 
to the country in its present situation. 


Here are a few of the most striking of 
these observations: 


_ “First steps in education usually result 
in a sublime confidence in one’s ability 
far beyond his powers, a state of mind 


that can only be cured by further educa- 
tion. 

“Young students would rule the uni- 
verse whether they are children in 
schools and colleges or adults coming out 
from under a cloud of ignorance. The 
same urge exists in many whose lives 
have been given to art, literature, and 
theory to the exclusion of the practical, 
and regardless of their competency in 
their chosen vocations their ideas of gov- 
ernment are too often tinged with red 
and the impossible. 


© UNDERWOOD & UNDERWOOD 
Frep I. KENT 


Director of the Bankers Trust Com- 
pany of New York, who spoke to the 
convention on “The World Today.” 


“Such individuals are the natural prey 
of demagogues whom they will follow 
until education saves them or disaster 
overwhelms them. And yet, dangerous as 
this condition may seem, it means prog- 
ress in the end whether further educa- 
tion is received through suffering and 
disaster or through a better understand- 
ing of the lessons of experience that may 
follow the acts of the more intelligent. 

“Today great groups of people in 
many lands are in the early stages of 
education—that period wherein they are 
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a menace to themselyegs and to all others. 
They are reatfy to follow the half- 
baked theorist,“the, impractical idealist, 
and the demagogu “wherever they may 
lead. The proportion of such groups to 
total populations has increased enor- 
mously in many nations since the war. 
This has been brought about through 
those discoveries in science and improve- 
ments in industry which have given us 
the autemobile, the airplane, the moving 
picture, the radio, and numberless con- 
veniences which can be manufactured in 
sufficient units and at low enough cost, 
to enable multitudes to utilize them. 

“Unfortunately, desire has spread 
more rapidly than well balanced intelli- 
gence. This was inevitable under such 
a deluge of new and strange powers over 
the forces of nature as have been given 
man in a moment of time and that have 
been broadcast over the earth. 

“Life has become more and more com- 
nlex, yet the people have been induced 
v try to solve their problems by force 
of numbers instead of through the exer- 
cise of judgment based upon experience. 
Government has thereby fallen into in- 
competent hands in many quarters and, 
in consequence, respect for law has been 
Hissipated. 

“The record of laws passed to accom- 
plish the impossible is amazing, and yet 
so alluring is the word ‘government’ 
that many who demand less law usually 
end up by asking for more law in order 
to meet their intent. 

“The underlying thought in all this 
is really a desire to be free from law 
personally while having plenty of law to 
control the other fellow. 

“Votes are striven for by attempting 
to arouse popular feeling against some 
seemingly vulnerable industry with the 
expectation of ham-stringing it for 
political purposes. 

“See what has happened to the rail- 
roads and notice what is now being at- 
tempted against the public utilities. 

“It is more spectacular to ‘get men’ 
than to correct abuses and therefore the 
politician is out to get men. Thereby 
he often discredits an industry to the 
detriment of the people and misses the 
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opportunity to correct, without harm, 
abuses which in rapidly growing indus- 
tries often arise from speed in develop- 
ment because of public demand and not 
from wrong intent on the part of any 
man. 

“One of the main difficulties lies in 
the fact that work well done too often 
results in repudiation by the people, 
whereas ignorance or viciousness some’ 
times wins again and again. 

“It must also be borne in mind that 
honest differences of opinion exist among 
men of all degrees of intelligence. 

“Infallibility in judgment is not a 
human attribute. Experiment is often 
necessary before the best way of accom- 
plishment can be discovered. When 
history has proved some condition, 
further experiment is waste. It is here 
that intelligence counts. Those whose 
lives have been spent without knowl- 
edge of previous or outlying develop- 
ments surrounding the inter-relations of 
men cannot be expected to render sound 
judgments, even as the judgments of 
humanity go, when first brought into 
the light of education. 

“True intelligence begets tolerance 
and the uneducated are intolerant. 

“The world today therefore is facing 
an important crisis in its history because 
of the great groups of people who have 
just entered or are entering into the 
early periods of education. The confi- 
dence of multitudes is greater than their 
intelligence. They are following dan- 
gerous minds. 

“Nevertheless, this awakening is a 
marvelous thing and if those more ad- 
vanced in education can give of their 
knowledge so as to ward off disaster as 
we move onward, we should soon ap- 
proach a wonderfully interesting era. 

“If government could successfully 
standardize all things for all men—as 
some people seem to advocate—without 
God or home, we would enter upon a 
period of mental stagnation; mere physi- 
cal existence and oblivion. But this 
cannot be; human nature could not stand 
it for long. Then why should we try 
such experiment? 


“To broaden the lives of all men and 
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not to narrow them is what we desire. 
How can we accomplish such a purpose? 

“We must find ways to effect a grow- 
ing distribution of the conveniences of 
life and of opportunities for culture and 
spiritual understanding. 

“Industry must be protected from the 
political charlatan and men must be pro- 
tected from industrial abuse. 

“This will require co-operation be- 
tween honest and able legislators and 
honest, and able industrialists. The 
world js full of both but neither can 
effectively give of his knowledge until 
the people are willing to weigh with 
greater care the acts and words of those 
who would govern them. 

“Humanity has not yet reached the 
point where its highest current intelli- 
gence can be utilized for its protection. 

“Our effort must be to find a means 
to enable those who are not in position 
to give value in exchange for value, to 
do so. 

“The problem of over-production is 
not one that has to do only with human 
needs but it is measured to a tremendous 
extent by human desire. 

“We must conclude that progress can 
only be made in one of two ways—either 
through knowledge obtained directly by 
suffering and disaster that show the 
falsity of experiments wrongly advocated 
and blindly followed, or through edu- 
cation gained by moving onward step 
by step with patience and full recogni- 
tion of the lessons taught by history. 

“The way of the world has been to 
make progress largely through the first 
means, which has unfortunately meant 
constant repetition in different genera- 
tions of the mistakes of previous genera- 
tions. 

“With all of the earth peopled as it 
is today and with the means which have 
been developed by man for transporta- 
tion and intercommunication, there 
would now seem an_ opportunity 
for education to take a more important 
part in the progress of the world. This 
can only occur, however, when those 
who have had greater opportunity for 
underst»nding are willing to give more 
of their attention to their duties as citi- 


zens and spread among the groups of 
men who are just entering into the light 
of education the knowledge that has 
been vouchsafed them. 

“If we have not yet learned that no 
knowledge which we may possess indi- 
vidually can help solve world problems 
if we do not share such knowledge, we 
cannot complain if we are carried along 
in a maelstrom of unfortunate condi- 
tions brought down upon our heads by 
the misguided and uncontrolled desires 
of multitudes. 

“It is time for men to stop and think 
in this world today. And as we think 
we must be willing to exercise opinions 
thus formed and not do the easy thing, 
which is to let them die. This means 
effort, conscientious and determined 
effort. At first it may mean sacrifice, 
as well, until the sense of its values re- 
places former desires which may have 
to be given up. We will find also that 
we are increasing our own education 
enormously, which is equally necessary 
if we would be good citizens. 

“We must down hatreds. No man 
can consistently demand peace among 
nations who has hatred in his heart for 
his neighbors, and neither should such 
a man be supported in his efforts to win 
his sway by false statement. 

“The position of the banker in every 
community gives him a marvelous oppor- 
tunity to be helpful to his neighbors. 
His business carries to him the problems 
of the whole community, and he should 
be far better able than the majority of 
those with whom he is thrown to spread 
education and knowledge of true prin- ° 
ciples. It is not enough that he merely 
maintain the integrity of his position. It 
is essential that he go further and help 
to increase the knowledge of those with 
whom he is thrown, in the desirability 
and vital necessity for integrity, under- 
standing, and tolerance.” 


THE NEW OFFICERS 


The following officers were elected to 
serve for the ensuing year: President, 
Rome C. Stephenson, vice-president of 
the St. Joseph County Savings Bank and 
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the last 20 years this Company has 





handled more than 1,500 Estates. 


Individuals and corporations who re- 
quire fiduciary service in Massachusetts 
are cordially invited to correspond 
with the President or other officers of 


this Company. 


CHARLES E. ROGERSON, President 


BOSTON SAFE DEPOSIT 


AND [RUST COMPANY 
100 FRANKLIN STREET 


Ct Arcn and Devonsuire Streets 


LLL LLL LLIN 











rrI7Ititittttitttttittttwzzsztztzttttteriitt rIrTtt2tt12121211111121112121211121112121211122112727112221121~72~2~I¢LLIIrLIittttttidltttilt iti 


n 
~I 
io) 





ee ne enn RR 


THE BANKERS MAGAZINE 


president of the St. Joseph Loan & Trust 
Company, South Bend, Ind.; first vice- 
president, Harry J. Haas, vice-president 
and director of the First National Bank 
of Philadelphia; second vice-president, 
Francis H. Sisson, vice-president of the 
Guaranty Trust Company of New York; 
and treasurer, Grant McPherrin, presi- 
dent Central National Bank and Trust 
Company, Des Moines, Iowa. 

Following the induction of the newly- 
elected officers a silver service was pre- 
sented to the retiring president, John G. 
Lonsdale. The presentation address was 
made by Thomas R. Preston, president 
Hamilton National Bank of Chatta- 
nooga, Tenn., and former president of 
the association. Mr. Lonsdale accepted 
the gift in an appropriate speech. 

Mr. Stephenson was born in Wabash, 
Ind., in 1865. He was educated in the 
public schools of Wabash and Roches- 
ter, Ind., later studying law and enter- 
ing practice in Rochester in 1887. He 


also organized the Rochester Trust and 
Savings Bank, of which he was presi- 


dent. In 1908 when he moved to South 
Bend he gave up the law and entered 
the bank with which he is now con- 
nected. 

In the American Bankers Association, 
Mr. Stephenson has been active in the 
Savings Bank Division, having been 
president of that division in 1912. He 
has served on many of the committees 
and commissions of the association, and 
has been a member of the Executive 
Council several times. The last year he 
has been vice-president of the associa- 
tion. He is a graduate of the American 
Institute of Banking and is actively in- 
terested in this educational section of 
the association. For many years he has 
also been active in the Indiana Bankers 
Association. 

Mr. Haas was born in Luzerne Coun- 
ty, Pennsylvania, January 20, 1879. He 
attended Wyoming Seminary and Col- 
lege of Business, Kingston, Pa., and the 
University of Pennsylvania School of 
Accounts and Finance, and was gradu- 
ated ‘rom the American Institute of 
Banking study courses. He began his 
busin.<s career as a salesman, and was 
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later a newspaper correspondent, secre- 
tary and treasurer of many organiza- 
tions and an accountant. His first bank- 
ing position was as summer clerk in the 
First National Bank of Berwick, Pa., 
then he became teller in the Berwick 
National Bank, assistant treasurer of the 
Berwick Savings and Trust Company 
and treasurer of the Farmers and Me- 
chanics Trust Company of West Ches- 
ter, Pa. He subsequently became assis- 
tant cashier of the Merchants National 
Bank, Philadelphia, assistant cashier of 
the First National Bank there, and then 
entered his present position as vice- 
president and director of that bank. 
He is also a director in the Merion 
Title and Trust Company, Ardmore, 


Pa., and of several corporations. 


In the American Bankers Association, 
Mr. Haas has been a member of the 
Executive Council and the administra- 
tive committee, chairman of the member- 
ship committee and vice-president and 
chairman of the executive committee, 
National Bank Division. He was one of 
the incorporators of the Association of 
Reserve City Bankers, is past president 
of the Pennsylvania Bankers Association 
and is president of the Bank Officers 
Club of Philadelphia. 

Mr. Sisson was born in Galesburg, 
Ill., in 1871, and is a graduate of Knox 
College in Galesburg. He took graduate 
work at Harvard University, from which 
he also received the A.B. degree. In 
1921 Knox College conferred on him 
the honorary degree of LL.D. 

In his early business career he was 
editor and publisher of daily newspapers 
in the Middle West, including the 
Galesburg Evening Mail and the Peoria 
Transcript, and has been interested in 
various magazine and advertising activi- 
ties since coming to New York about 
twenty-five years ago. For several years 
he was vice-president and general mana- 
ger of the H. E. Lesan Advertising 
Agency of New York and Chicago. He 
was also assistant chairman of the ad- 
visory committee of the Association of 
Railway Executives. 

He directs publicity, advertising and 
public relations work of the Guaranty 
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Trust Company, including the publica- 
tion of a monthly business survey, a 
monthly house organ and many booklets 
and pamphlets on business and economic 
topics. 

Mr. Sisson organized and for five 
years was chairman of the Public Rela- 
tions Commission of the American 
Bankers Association, which publishes 
the American Bankers Association Jour- 
nal and supervises the association’s pub- 
licity. He has also been president of the 
Trust Company Division of the associa- 
tion and is now chairman of its pub- 
licity committee. 

He is a director of the Advertising 
Federation of America and a member of 
a number of economic organizations, in- 
cluding the American Economic Asso- 
ciation, the Stable Money Association, 
of which he is treasurer, and the Acad- 
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emy of Political Science. For services 
during the war he was made a Chevalier 
of the Order of the Crown by the King 
of Belgium. He is an arbitrator for the 
Arbitration Society of America. 

Like Mr. Sisson, Mr. McPherrin was 
born in Galesburg, Ill. After attend- 
ing the public schools he began his 
business career as a clerk with C. §. 
Stearns Brothers, bankers, Garden 
Grove, Iowa. He then had a general mer- 
chandise business of his own in Clear- 
field, Iowa, later entering his present 
position. He is also president of the 
First Federal State Bank of Des Moines. 

In the American Bankers Association, 
Mr. McPherrin was on the executive 
committee of the State Bank Division 
and has also been president of that divi- 
sion. For the last year he has served 
as treasurer of the association. 





The Period of Adjustment 


By JoHn G. LONSDALE 


President American Bankers Association and President Mercantile‘CCommerce Bank and 
Trust Company, St. Louis 


has brought the American Bankers 

Association to the end of another 
eventful year. In the twelve months 
that have elapsed since last we gathered, 
as guests of the City of the Golden 
Gate, we have witnessed a multitude of 
swiftly moving changes that have left 
their imprint on the pages of history, 
‘not only in America but in lands 
across the seas. 

Perhaps never before in a similar 
period, have our social, business and 
financial structures, at home and 
abroad, been called upon to adjust 
themselves to such a diversity of com- 
plicated problems. And never before 
have our political, business and bank- 
ing leaders responded more willingly 
and courageously in their efforts to 
shape basic factors toward the con- 
tinued betterment of humanity. 

Little more than a year ago, basking 
in the sunshine of what appeared to be 
unlimited prosperity, some Americans 
hailed with loud acclaim the demise of 
the old-fashioned business-cycle. Now 
we realize that it didn’t expire at all, 
and, in spite of a so-called new order 
in the economic world, we still have 
to reckon with the age-old laws of 
supply and demand. 

Throughout this period of stress, the 
American banking system has towered 
above the economic landscape as the 
great stabilizing power in commerce 
and industry. Like the stalwart oak 
of the mountain side, it has weathered 
the storm and has emerged in sound 
condition to face the conflicts of the 
future. I am confident that the full 
force of our current recession has been 
greatly mitigated, through the careful 
scrutiny of credit and the insistence 
upon skilful management imposed on 
our business structure through banking 


Te forward-flowing tide of time 


operations. In all this our Federal 

Reserve System has in the main acted 

with broad vision and wisdom in coping 

with conditions for which there was 

no exact precedent. 
THE BANKER AS A LEADER 

Moreover, the last year has seen 
continued development of the banker 
as a leader in local, national and 
international affairs. He has cast aside 
the conventionalities of former years, 
stepped out of his seclusion and as 
sumed the role which is rightly his in 
the community. The increasing useful- 
ness which he has come to exercise in 
every phase of life has been fully 
demonstrated in recent times in virtu- 
ally every council which has been 
called for the solution of problems at 
home or abroad. 

Early this year when Europe sought 
to put an end to the reparations issue 
and clarify misty economic uncertainty, 
since the Dawes plan had fulfilled its 
mission, it called in America’s foremost 
bankers and business men who paved 
the way to an agreement and later 
assumed management and direction of 
the World Bank for International 
Settlements that arose out of the 
Young Plan. This happy economic 
adjustment has had a far-reaching 
effect on world stabilization, and its 
significance to the average American 
becomes apparent when it is realized 
that of the $9,000,000,000 which Ger- 
many eventually must pay, about 
$6,000,000,000 will find its way to the 
United States in payment of interna- 
tional debts. 

Last autumn when President Hoover 
called together the business leaders of 
the nation to stabilize and stimulate 
industry, our bankers occupied seats 
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Nearly a Century 
Of Efficient Service 
To Clients 
Throughout the World 


“THE steady progress made by this old ° 
established financial institution through- 
out the many troublous periods since it was 


ORGANIZED IN 1836 


has especially prepared it to serve any bank 
at Washington — the Nation’s Capital. 


Correspondence Invited 


Condition as of the Comptroller’s Call of September 24, 1930 


RESOURCES 
MN GOR 5 gic bin'y olde ovk el Os oe eorei eee eeus $32,127,734.84 
U. S. Government Securities ; 11,584,571.80 
All Other Securities 5,347,502.12 
Banking Houses and Furniture and Fixtures 2,943,551.06 
Five per cent. Redemption Fund 50,000.00 
Due from Banks 3,931,472.08 
Cash and Reserves 4,244,667.16 


$60,229,499.06 


Capital $ 3,000,000.00 
Surplus 3,000,000.00 
Net Profits and Reserve for Contingencies 812,155.45 
Reserve for Dividends (Payable October 15, 1930) 285,000.00 
Reserve for Taxes and Interest 222,452.00 
Deposits 51,793,586.61 
Circulation 1,000,000.00 
Agreements to Repurchase U. S$. Government Bonds Sold 116,305.00 


. $60,229,499.06 


CHARLES C. GLOVER ROBERT V. FLEMING 
Chairman of the Board President 


The Riggs National Bank 


OF WASHINGTON, D. C. 


Across the street from the U. S. Treasury 
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of prominence at the conference table 
and lent loyal support to his construc- 
tive plans. 

Only recently, when a_ scorching 
summer sun devastated our crops, dried 
up our streams and left disaster in its 
wake over a wide area, our bankers 
were called in as the central figures 
to aid in extending financial relief to 
suffering humanity. 

While attracting less public atten- 
tion, the rise of interest among bankers 
in more scientific management and 
conduct of the banking business is a 
development of the highest importance 
to banks and to those they serve, and 
it augurs well for the future of all 
business. Scientific management, while 
adding to the profit and to the safety 
of banking, does not produce benefits 
solely for the bank. Scientific man- 
agement means in the last analysis a 
more just and equitable distribution of 
costs among the customers—the relief 
of good business from the burden of 
carrying poor or unprofitable business 
—the possibility of extending more 
credit to worthy and substantial lines. 
No effort of the American Bankers 
Association to help banking has brought 
greater results than its bank manage- 
ment conferences and its bank manage- 
ment studies. No movement in bank- 
ing is more worthy of our attention 
than the continued study of scientific 
bank management. 


RESULT OF THE WAR 


It must be plain to every student of 
events that in the present condition 
of business here in the United States 
we find a repercussion of the World 
War. Agriculture and industry, under 
pressure of national need in the years 
following 1914, produced in unprece- 
dented quantities, and when the con- 
flict was over, the ambition to continue 
on the same scale was the ruling 
Passion. 

_ Consider for a moment our_ basic 
industry, agriculture. Down through 
the y, rs science and invention have 
achiev..! wonders in saving labor on 


the farm, with the result that produc- 
tion and yield and acreage per man 
have increased at marvelous rates. But 
while thousands of engineering minds 
and millions of dollars have been de- 
voted to increasing the yield of the 
soil, there has been no comparable 
increase in ways in which to market 
farm products. 

Here we have an unbalanced condi- 
tion—tremendous energy being put 
upon production—production increas- 
ing, but no new ways being generally 
adopted for opening through chemical 
discovery additional markets of any 
large degree for what the farmer raises. 
Is it not obvious that there is the need 
for more research with the objective of 
finding new uses for the raw material 
of the farms? This need is indicated 
in just one item of our exports: 

In the first six months of the present 
year 35,790 tractors valued at $34,- 
537,650 were shipped abroad. What 
is to be the effect abroad and the 
indirect effect upon us of this flow 
of labor-saving machinery overseas? 
Are we to be inactive until we get 
further untoward reaction from the 
year-by-year shipments of labor-saving 
machinery to European and Russian 
agricultural areas? 

What to do to cure the condition 
of agriculture has long perplexed our 
national thinkers, although numberless 
ideas have been advanced. We have 
seen our Federal Government launch 
its plan calculated to lessen the evils 
of over-production and wasteful 
methods in marketing and distribution 
through a Federal Farm Loan Board. 
This action has been attended by some 
division of opinion, but, inasmuch as 
the board has been established by our 
Congress and: our President in an 
effort to bring much-needed relief, it 
is only fair and honorable that it 
should have ‘every opportunity to 
demonstrate the value of its policies. 
In the meantime, bankers the nation 
over will continue, as they have done 
in the past, to preach the doctrine of 
more diversity, more equitable taxation 
and sounder business management for 
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Worcester County Banks 
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business banking routine of their customers, 
brings together for co-operative, constructive 
undertakings the industrial, agricultural 
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Combined Deposits 
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Combined Trust Funds 
$30,000,000 


Worcester Bank & Trust Company 
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Worcester County National Bank 
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the farmer, all of which will supple- 
ment the work of the Farm Board. 

Russell Sage is quoted as having 
said that “when everybody elsé is 
standing up is the time for you to sit 
down.” It is the same in agriculture. 
When everybody else is planting corn 
or sowing wheat, that’s a good time for 
someone to sow something else. Di- 
versity is one of the cures for over- 
production. 


MASS PRODUCTION 


In industry, as we all know, we have 
learned to stamp out or fashion useful 
articles by the dozens at less cost and 
in incredibly less time than one could 
be fashioned by hand in the old days. 
Thus we have created a new machine 
—a stupendous machine—encompassing 
the whole continent—field and factory 
—working incessantly, using all forms 
of energy, gathering speed as it runs, 
feeding on all materials and producing 
foods, finished articles and fabrics in 
We call it “mass 


infinite variety. 
production.” 
Now, it would be strange, indeed, 
if we had so soon learned to gauge the 
speed and output to the exact capacity 
of our foreign and domestic markets 


of so great a power. Having created 
a new kind of life, a new set of condi- 
tions, we must adjust our affairs to 
them, and that is what the world is 
doing now—adjusting. 

But in all this there is abundant 
reason for encouragement. If. there 
has been recession, is it not because. the 
nation has achieved and produced on 
a scale so large that there has been 
thrust upon us the necessity of paus- 
ing? The outstanding characteristic of 
our times, therefore, is that men are 
letting loose new forces of tremendous 
volume, potentiality and adaptability, 
and no one can foresee all of the 
changes these forces will bring about. 
It is a glorious thing to contemplate 
that as a nation we have too much, 
rather than too little; that in the fore- 
front of our problems there is nothing 
more formidable than adjustment; that 


the great natural resources of our 
country are unimpaired. That is a 
matter for congratulation; that is a 
good omen of prosperity in the times 
to come. 

Out of the great unknown—out of 
the treasure house of nature’s secrets— 
there has quietly come to us through 
the years a very large part of the 
wealth we possess, and I am optimistic 
enough to believe that the future will 
reveal other valuable secrets, adding 
still more to our wealth and prosperity. 

When we strive to see the future, 
the events of the past sometimes are 
helpful; hence in reviewing changes in 
our business in recent years it is im- 
portant to note that not all, in fact 
few, of the changes have received the 
initial impulse from within banking. 

Very often the impulse has come 
from without and far afield. The 
automobile and all that pertains to it 
is directly and indirectly a big factor 
in banking, yet what banker felt even 
a ripple of interest on that summer 
day a generation ago when the first 
American automobile was made to run 
on a country road? Now one auto- 
mobile corporation alone carries bal- 
ances in more than 1800 banks. What 
banker foresaw the tremendous eco- 
nomic forces that were being set into 
operation when Woolworth opened his 
first store, or the Whalens tried out 
their ideas of selling tobacco? Con- 
sider what the chain has done to bank- 
ing, no less than to business in general. 
And. so we can go up and down the 
list of discoveries, inventions, business 
conceptions and experiments, and we 
shall not find one that has not had its 
actions and reactions on banking. We 
may reasonably expect more new im- 
pulses from without because research— 
once a one-man business—now has been 
organized by great corporations on a 
scale commensurate with its importance 
and from it may come at any time 
discoveries as important as any of those 
in the past. 

In things as they are and in things 
as they are to be, banking must serve 
business. Even if we would, we cannot 





The Royal Bank 
Of Canada 


Head Office: Montreal 


Condensed Statement 


to 


Dominion Government 
30th August, 1930 


LIABILITIES 


Capital Paid Up $ 35,000,000.00 
Reserve Fund 35,000,000.00 
Undivided Profits 3,574, 151.10 
Dividend No. 172, Payable 2nd September, 1930 1,050,000.00 
Notes in Circulation 37,785,064.34 
Deposits 692,022,360.72 
Due to Other Banks 30,540,506.06 
Bills Payable (Acceptances by London Branch) 2,316,167.85 
Letters of Credit Outstanding 42,592,852.56 


$879,881,102.63 


ASSETS 
Cash on Hand and in Banks $108,467,483.04 
Deposit in the Central Gold Reserves 6,000,000.00 
Government and Municipal Securities 82,550,538.49 
Railway and Other Bonds, Debentures and Stocks 16,939,169.11 
Call Loans in Canada 61,138, 144.88 
Call Loans elsewhere than in Canada 48,058,056.39 


$323,153,391.91 
Loans and Discounts 492,067,491.11 
Liabilities of Customers under Letters of Credit 
as per contra 42,592,852.56 
Bank Premises ... 17,144,810.77 
Real Estate other than Bank Premises .. 1,949,200.74 
Mortgages on Real Estate sold by the Bank . 1,223,355.54 
Deposit with Dominion Government for Security 
of Note Circulation 1,750,000.00 


$879,881,102.63 
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NEW YORK and BARCELONA 
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stand still while the world moves on 
with quickening speed. If we failed 
to go along with business neither 
would we stop progress nor long retard 
its speed. What, therefore, is to be 
the banking structure of the future 
will not be determined by bankers 
alone; the incalculable requirements of 
business will, of necessity, have a com- 
manding voice in that. 


DESIRE OF BANKING 


Nevertheless, the great desire of 
banking today is to know whither it 
goes. Shall there be more legal re- 
straint or more freedom of operations? 
Part of the answer is that banking 
must go as business goes. Business is 
an allembracing word. It must not 
mean big business alone; the small farm 
is real business to the farmer and to 
the nation, and banking must provide 
for the farmer because the land is the 
well-spring of prosperity. The small 
savings account of the factory-hand is 
real business and banking must, for the 


same selfish reason, provide for that. 
The estate a man leaves when his life 
is over is sacred business and banking 


too must care for that. Hence, it is 
apparent that banking must go along 
with all of our people, serving them 
and helping them to grasp the oppor- 
tunities that their intelligence may spy 
out and their industry develop, and it 
must conserve that estate for the 
widow and the orphan. 

If, therefore, you ask ‘Whither 
Banking?” who can answer otherwise 
than “With the needs of industry, 
commerce, agriculture and the average 
man.” It has little choice. Perhaps, 
therefore, we should not urge immedi- 
ate general legislative enactments at 
Washington affecting banks, for we 
should be able to see the way ahead 
more clearly than is now possible before 
there is set by law a course that years 
may be required to change. 


UPTURN IN BUSINESS 


Ther 


turning 


that business is 
September has 


are signs 
upward. 
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brought considerable increase in credit 
operations, the public is opening its 
purse for purchases, additional em- 
ployes have been placed in many 
factories, national savings are continu- 
ing to grow, and the wheels of trade 
and industry are picking up speed. The 
rapidity of recovery, to some extent, is 
in the hands of the bankers who con- 
trol the flow of credit. The farmer 
whose income has been impaired by 
the drought; the manufacturer whose 
production costs are out of line due to 
obsolete and inefficient machinery; the 
renter who wants to become indepen- 
dent of the landlord; the property- 
owner whose buildings are in need of 
repair; the merchant whose profits can 
be increased by the improvement of the 
physical equipment of his store—all 
these need encouragement and with 
that encouragement should start a train 
of constructive expenditures which 
should help to correct the unemploy’ 
ment situation, and restore the income 
of the nation. It should be the primary 
task of the banker to lend every en- 
couragement to activities of this nature, 
and to work out practical programs 
of support. Yet in this it is the 
bounden duty of the commercial banker 
to avoid the mistake of making capital 
loans at the expense of banking liquid- 
ity. Idle dollars are no more to be 
desired than idle men, but unwise 
credit extensions can do as much harm 
as good. 

Idle men and idle dollars we have 
had in our present recession, but not 
due to banking inefficiency. I say to 
you that whenever a condition arises 
in this country in which there is un- 
employment of both labor and money, 
it becomes a challenge to the business 
men of America, and I have implicit 
faith in the ingenuity of American 
business to solve satisfactorily the 
problem of unemployment, just as other 
momentous economic issues have been 
met and conquered. 

It is well to remember that it is 
both unwise and futile to try to thwart 
the natural functioning of our economic 
forces by legislative action. Rather 
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should we seek to give these factors 
their full play by lessening handicaps 
and restraints. 


RESTRAINTS TO BUSINESS 


One of the most formidable re- 
straints to business progress is mounting 
taxation. All taxes are too high. 
Expenditures for public purposes seem 
everywhere to be increasing at a rate 
that is discouraging to enterprise. 
Besides, there is a growing belief that 
tax systems do not spread the cost 
equitably. Too often the levying of 
taxes is in incompetent hands. Every 
banker everywhere should study taxes 
and give the best that is in him and 
his organization to the end that public 
money is justly and fairly raised and 
wisely and honestly expended. 

Another restraint I would emphasize 
is the Sherman anti-trust law. Should 
it not be clarified, modified or liberal- 
ized? We know it was designed 


primarily for conditions of years ago 


that no longer apply. In its present 
form and as construed by the United 
States Supreme Court, does it not 
stifle initiative in business and place a 
handicap on co-operation. On the one 
hand we seek to organize co-operatives 
and on the other hand frequently find 
they meet definite legal obstacles be- 
cause of the uncertainty as to whether 
they would be held to be in undue or 
unreasonable restraint of trade. The 
way to progressive success in all com- 
mercial and industrial effort is through 
the constant introduction of new 
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economies,. but against the institution 
of these economies there is often the 
menace of Sherman law interpretations, 
Such a system certainly never was in- 
tended to be as it is today. Do not 
changing times call for a careful re 
vision? 

As we seek to free ourselves of these 
encumbrances and increase our effi- 
ciency, as we strive to serve business 
in a bigger and better way, let us work 
out our problems together, remembering 
always, that neither great capital nor 
numerically great numbers will long 
prevail, unless we are economically 
right. Let us remember, too, that 
optimism, energy and vision form an 
unbeatable triumvirate in the business 
and banking world. 

In the forefront of our thinking 
should be a lively consciousness of the 
fact that we have moral and _ social 
responsibilities as well as __ financial 
responsibilities. Good citizenship adds 
to dividends and to safety. 

A word more and I have finished. 
I want to recall to your memory a bit 
of advice from one of the greatest 
bankers of all times. The words of 
J. Pierpont Morgan, the elder, seem 
to me to be calling to us over the 
intervening years, and to have special 
application in these times and in all 
times. He said in effect: Always be a 
bull on the United States. 

If he had reason to be optimistic 
many years ago when our country was 
then comparatively poor, how much 
greater reason have we of 1930 to look 
down the years with shining eyes! 





NTERIOR and exterior views of the new home of the Pelham National 

Bank, Pelham, N. Y. The floor is done in Travertine marble and the 
counter screen bases are in black and gold marble. The screen, check desks, 
railings, grilles, etc., are all done in bronze. The whole combination gives 
this bank one of the most attractive main banking rooms in Westchester 
County. Note on page 4 of this insert how this bank has planned for 
future expansion. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street - - - - New York 
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N the left isa 

view of the 
old building of 
the First National 
Bank,Mt. Vernon, 
N.Y., before alter- 
ations were made. 
Below is a view of 
the board of di- 
rectors’ room in 
the remodelled 
quarters. Onthe 
page opposite is a 
view of the pres- 
ent building after 
operations were 
completed. 


oS. 
a 
| 
Ton dameal 


img 


yak 
hn 


vime- \em- \m~ § 
om jal 0m - 


ee ae oe, 
wes 


es 


— \caee 
Von ee 


i 


ee 


i 


— 
| 
i 


eee, 
Yet 
cy 
j 


2 
i 


i 





HE old building of the First National Bank of Mt. Vernon 

(see opposite page) has now been remodelled as shown 
above. The frontage was increased from forty-eight to ninety-six 
feet and the first two stories were veneered with stone and tied 
into the new structure with a main entrance in the center of the 
front elevation. The tenants of the building and the bank were 
able to remain during the entire operation. 





N erecting the first unit of its new home the Pelham National Bank, 

Pelham, N. Y., made provision for eventually completing an eight-story 
office building. The first unit, as shown on page 1 of this insert, consists 
of a first, mezzanine and second floor. The site of the building, on a corner, 
makes window penetrations permissible on all four elevations, thus providing 
ideal lighting conditions. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street New York 





President Hoover’s Address 


of representative bankers from 

every state and almost every 
county of our country. During the 
last year you have carried the credit 
system of the nation safely through 
a most difficult crisis. In this suc- 
cess you have demonstrated not alone 
the soundness of the credit system 
but also the capacity of our bankers 
in emergency. 

We have had a severe shock and 
there has been disorganization in our 
economic system which has _ tempo- 
rarily checked the march of prosperity. 
But the fundamental assets of the 
nation, the education, intelligence, 
virility, and the spiritual strength of 
our 120,000,000 people, have been 
unimpaired. The resources of our 
country in lands and mines are un- 
diminished. Scientific discovery and 
invention have made further progress. 
The gigantic equipment and unparalleled 
organization for production and dis- 
tribution are in many parts even 
stronger than two years ago. 

Though our production and con- 
sumption has been slowed down to 
85 or 90 per cent. of normal, yet 
by the very fact of the steady func- 
tioning of the major portion of our 
system do we have the assurance of 
our ability and the economic strength 
to overcome the decline. The problem 
today is to complete the restoration of 
order in our ranks and to intensify our 
efforts to prevent such interruptions 
for the future. 


| AM glad to meet with this assembly 


NOT FOR ACADEMIC ECONOMICS 


And it is not a problem in academic 


economics. It is a great human prob- 
lem. The margin of shrinkage brings 
loss of savings, unemployment, priva- 
tion, hardship and fear, which are no 
Part of our ideals for the American 
economic system. 

This depression is world-wide. Its 
causes and its effects lie only partly in 
the United States. Our country en- 


gaged in over-speculation in securities 
which crashed a year ago with great 
losses. A perhaps even larger im- 
mediate cause of our depression has 
been the effect upon us from the 
collapse in prices following over-pro- 
duction of important raw materials, 
mostly in foreign countries. Particu- 
larly had the planting of rubber, coffee, 
wheat, sugar and, to a lesser extent, 
cotton, expanded beyond world con- 
sumption even in normal times. The 
production of certain metals, such as 
silver, copper and zinc, had likewise 
been over-expanded. 

These major over-expansions have 
taken place largely outside of the 
United States. Their collapse has re- 
duced the buying power of many 
countries. 

The prosperity of Brazil and Co 
lombia has been temporarily affected 
from the situation in coffee; Chile, 
Peru, Mexico and Australia from the 
fall in silver, zinc and copper. The 
buying power of India and China, de- 
pendent upon the price of silver, has 
been affected. Australia, Canada and 
the Argentine have been affected by 
the situation in wheat; Cuba and 
Java have been depressed by the con- 
dition of the sugar industry; East 
India generally has suffered from the 
fall in rubber. 


DEMAND FOR GOODS SLOWS DOWN 


These and other causes have pro- 
duced in some of the countries affected 
some political unrest. These economic 
disturbances have echoed in slowed- 
down demand for manufactured goods 
from Europe and ourselves, with in- 
evitable contribution to unemployment. 
But the readjustments in prices, which 
were also inevitable, are far along 
their course. Most of these commodi- 
ties are below the level at which sufh- 
cient production can be maintained for 
the world’s normal needs, and there- 
fore sooner or later must recover. 
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FRANCONIA 1931 WORLD CRUISE 


The Franconia! ---a mansion of the seas -- - surpassingly 


luxurious. The ship that was built for cruising - - - and has 


earned such high favor with thousands of world voyagers. 
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Because the present depression is 
world-wide and because its causes 
were world-wide, does not require that 
we should wait upon the recovery of 
the rest of the world. We can make 
a very large degree of recovery inde- 
pendently of what may happen else- 
where. 

I should like to remind you that 
we did precisely that thing in 1922. 
We were then experiencing the results 
of the collapse of war inflation in all 
commodities and in every direction. 
We had less organized co-operation be- 
tween the business community and the 
Government to help mitigate that situa- 
tion. The rest of the world was in 
chaos from the war far more menacing 
both to economic and political stability 
than anything confronting us today. 

Our difficulties at that time were far 
more severe than they are at present. 
The commercial banks particularly 
were sufferers from a large volume of 
frozen credits and enjoyed nothing to 
compare with the comfortable liquidity 
that prevails today. We then had over- 
expansion and large stocks in most 
commodities; today with one or two 
exceptions we are free from this de- 
terrent. But we led the world in 
recovery. It was our independent 
recuperation from that depression, and 
the economic strength which we so 
liberally and largely furnished to other 
countries, that was the very basis for 
reconstruction of a war-demoralized 
world. 


OUR SELF-CONTAINED STRENGTH 


y . . 
We are able in considerable degree 
to free ourselves of world influences 
and make a large measure of inde- 


pendent recovery because we are s0 
temarkably self-contained. 

Because of this, while our economic 
system is subject to the shock of world 
influences, we should be able, in large 
Measure, to readjust ourselves. Our 
national production is over one-third 
of the total of the whole commercial 
world. We consume an average of 
about per cent. of our own pro- 
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duction of commodities. If, for example, 
we assume a restored normal home 
consumption and hold even our present 
reduced basis of exports, we should be 
upon a 97 per cent. of normal business 
basis. Even this illustration does not 
represent all of our self-contained 
strength. 

We shall need mainly to depend 
upon our own strong arm for re- 
covery, as other nations are in greater 
difficulty than we. We shall need 
again to undertake to assist and co- 
operate with them. Our imports of 
commodities in the main depend upon 
our domestic prosperity. Any forward 
movement in our recovery creates a 
demand for foreign raw material and 
goods and thus instantly reacts to 
assist other countries the world over. 

I wish to take your time to discuss 
some of the pivotal relationships of the 
bankers, not only to the immediate 
problem of recovery, but to the wider 
problem of long-view business stability. 
Any discussion of the one involves the 
other. 


A FEW ENJOY “TEMPORARY MISERY” 


Before I enter upon that subject, 
however, I wish to say that no one 
can occupy the high office of President 
and conceivably be other than com- 
pletely confident of the future of the 
United States. Perhaps as to no other 
place does the cheerful courage and 
power of a confident people reflect as 
to his office. 

There are a few folks in business 
and several folks in the political world 
who resent the notion that things will 
ever get better and who wish to enjoy 
our temporary misery. ‘To recount to 
these persons the progress of co-opera- 
tion between the people and_ the 
Government in amelioration of this 
situation, or to mention that we are 
suffering far less than other countries, 
or that savings are piling up in the 
banks, or that our people are paying 
off instalment purchases, that abundant 
capital is now pressing for new 
ventures and employment, only in- 
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spires the unkind retort that we should 
fix our gaze solely upon the unhappy 
features of the decline. 

And, above all, to chide the pessi- 
mism of persons who have assumed 
the end of those mighty forces which 
for 150 years have driven this land 
further and further toward that great 
human goal—the abolition of intellec- 
tual and economic poverty—is, perhaps, 
not a sympathetic approach. Never- 
theless, I always have been, and I re- 
main, an unquenchable believer in the 
resistless, dynamic power of American 
enterprise. This is no time—an audi- 
ence of American leaders is no place— 
to talk of any surrender. We have 
known a thousand temporary setbacks, 
but the spirit of this people will never 
brook defeat. 

Our present situation is not a new 
experience. These interruptions to the 
orderly march of progress have been 
recurrent for a century. And apart 
from recovery from the present depres- 
sion, the most urgent undertaking in 
our economic life is to devise further 


methods of preventing these storms. 
We must assure a higher degree of 
pusiness stability for the future. 


BOOMS BRING RETRIBUTION 


The causes advanced for these move- 
ments are many and varied. There 
is no simple explanation. This is not 
an occasion for analysis of the many 
theories such as too little gold or the 
inflexible use of it. Whatever the 
remote causes may be, a large and im- 
mediate cause of most hard times is 
inflationary booms. These strike some 
segment of economic life somewhere 
in the world, and their re-echoing, 
destructive results bring depression and 
hard times. These inflations in cur- 
tency or credit, in land or securities, 
or overexpansion in some sort of 
commodity production beyond possible 
demand even in good times may take 
place at home or abroad, but they all 
bring retribution. 

The leaders of business, of economic 
thought and of Government have for 
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the last decade given earnest search 
into cause and remedy of this sort of 
instability. Much has already been 
accomplished to check the violence of 
the storms and to mitigate their distress. 
As a result of these efforts the period 
of stable prosperity between storms is 
longer, the period of storm is shorter 
and the relief work far more effective. 
But we need not go beyond our situa- 
tion today to confirm the need for 
further effort. 

The economic fatalist believes that 
these crises are inevitable and bound 
to be recurrent. I would remind these 
pessimists that exactly the same thing 
was once said of typhoid, cholera and 
smallpox. If medical science had sat 
down in a spirit of weak-kneed resigna- 
tion and accepted these scourges as un- 
controllable visitations of Providence, 
we should still have them with us. 
This is not the spirit of modern science. 
Science girds itself with painstaking 
research to find the nature and origin 
of disease and to devise methods for its 
prevention. That should be our atti- 
tude toward these economic pestilences. 
They are not dispensations of Provi- 
dence. I am confident in the faith 
that their control, so far as the causes 
lie within our own boundaries, is 
within the genius of modern business. 


BUSINESS CO-OPERATION CITED 


We have all been much engaged 
with measures of relief from the effect 
of the collapse of a year ago. At that 
time I determined that it was my duty, 
even without precedent, to call upon 
the business men of the country for 
co-ordinated and constructive action to 
resist the forces of disintegration. 

The business community, the bankers, 
labor and the Government have co- 
operated in wider spread measures of 
mitigation than have ever been at- 
tempted before. 

Our bankers and the Reserve System 
have carried the country through the 
credit storm without impairment. Our 
leading business concerns have sustained 
wages, have distributed employment, 
have expedited heavy construction. 
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The Government has expanded public 
works, assisted in credit to agriculture 
and has restricted immigration. 

These measures have maintained a 
higher degree of consumption than 
would have otherwise been the case. 
They have thus prevented a large 
measure of unemployment. They have 
provided much new employment. 

Our present experience in relief 
should form the basis of even more 
amplified plans in the future. But in 
the long view the equally important 
thing is prevention. We would need 
have less concern about what to do 
in bad times if we discovered and 
erected in good times further safe- 
guards against the excesses which lead 
to these depressions. 

American business. has proved its 
capacity to solve some great human 
problems in economics. The relation 
between employer and employe has 
here reached a more stable and satis 
factory basis than anywhere else in 
the world. 


INCREASED CONSUMPTION GAINED 


We have largely solved the problem 
of how to secure the consumption of 
the gigantic increase of goods produced 
through that multiplication of per 
capita production by the application 
of science and the use of labor-saving 
devices. That solution has been at- 
tained by sharing the savings in pro- 
duction costs between labor, capital 
and the consumer, through increased 
wages and salaries to the worker and 
decreased prices to the consumer, with 
consequent increased buying power for 
still more goods. Every step in that 
solution is a revolution from the older 
theories of business. 

We may safely assume that our 
economic future is safe so far as it is 
dependent upon a competent handling 
of problems of productivity. But one 
result is to render further advance to- 
ward stability even more urgent, be- 
cause with higher standards of living 
the whole system is more sensitive and 
the penalties of instability more wide- 
spread 


There is no one group of which 
the public expects so much in assuring 
stability as the bankers, because in the 
vortex of these storms many values lose 
their moorings. Nor can any other 
group contribute so much in construc: 
tive thought and action to solve the 
problem either today or in the long 
run. 

Three most important relationships 
to these business movements lie in the 
banker's field. The first is what, for 
lack of better terms, we call psychol- 
ogy—both that contagious over-opti- 
mism which accelerates the inflation of 
the boom and those depths of fear and 
pessimism which deepen and prolong 
the depression. The American banker 
has come to occupy a unique position 
in the strategy of stability, for he is 
the economic adviser of American 
business. He is the listening post of 
economic movement. He _ in _ large 
measure makes or tempers its psy 
chology. 


BANKERS AS THE ADVISERS 


I do not suppose the banker has 
consciously sought this new function 
of general adviser, but such he has 
become. His business is no longer the 
simple function of discounting commer: 
cial bills and lending money on first 
mortgages. That is today but part of 
his work. These days, when he estab- 
lishes a line of credit to a business, 
or furnishes loans upon securities of 
a business, or advises investment in a 
business, he must know the elements 
which make for success and failure of 
that business. And he must form 
judgment as to the future trend of 
business in general. 

On the other side, the American 
business man, big and little, the farmer, 
and the labor leader are coming more 
and more to consult with the banker 
on problems of his business. Whatever 
the origin of his position may be, the 
banker is now the economic guide, 
philosopher and friend of his cus 
tomers, and his philosophy can dampen 
our enthusiasm, and equally it can 
lift our courage and hope. 
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The second point of the banker’s A CENTER OF CO-OPERATION 
unique position in relation to business 
trends lies in the part which credit The reserve system and its member 
plays in the whole business process. banks and the treasury participation in 

Obviously, during the inflationary fact form a widespread co-operative 
period the use of credit for unwise organization, acting in the broad in- 
expansion and speculation draws away terest of the whole people. To a large 
the supply of credit from normal degree it can influence the flow of 
business. It imposes upon normal busi- credit. Bankers themselves are repre- 
Ness an interest rate which strangles sented at each stage of management. 
the orderly commerce of the country. And, in addition, the various boards 
Commerce sickens under this pressure, and advisory committees represent also 
its pace slackens and contributes to industry, agriculture, merchandising, 
collapse. Therefore, I wish to empha~ and the Government. The Reserve 
size what has long been recognized— System therefore furnishes an admir- 
that is, that the flow of credit can able center for co-operation of the 
accelerate and it can retard such move- banking business with the production 
ments. Equally a wise direction of and distribution industries and the 
credit provides a large contribution to Government in the development of 
recovery from depressions. broad and detached policies of business 

The third reason why this is so much _ stability. 
a banker's problem is that banking is You have gained much experience 
the one great line of business activity from the two great crises of recent 
that is in itself inter-connected. Each years. I trust you will seriously and 
credit institution shares the credit systematically consider what further 
burdens of others and all are largely effective measures can be taken either 
co-ordin ited through national organiza- in the business world or in co-operation 
tion—the Federal Reserve System. with the Government in development 
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of such policies, both for the present 
depression and for the future. I know 
of no greater public service. It is 
a service to every business man, to 
every farmer, to every worker, whether 
at the desk or bench. I am not assum- 
ing you can do it all, or that all dis- 
turbance, domestic or foreign, can be 
wholly prevented or cured. 


AS TO TAX ON CAPITAL GAINS 


The Government should co-operate. 
It plays a large part in the credit 
structure of the country. Its fiscal 
system has most important bearings. 
For instance, I believe an inquiry 
might develop that our system of taxes 
upon capital gains directly encourages 
inflation by strangling the free move- 
ment of land and securities. 

The regulatory functions of the Fed- 
eral and state governments also have 
a bearing on this subject, through their 
effect upon the financial strength of the 
railways and utilities. 

During a period of depression the 
soundest and most available methiod 
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of relief to unemployment is expansion 
of public works and construction in 
the utilities, railways and heavy indus 
tries. The volume of possible expan: 
sion of construction in these private 
industries is about four or five times 
that in public works. During the 
present depression these industries have 
done their full part, but especially the 
railways have been handicapped by 
some provisions of the transportation 
act of 1920. 

With wider public vision the rail 
ways could be strengthened into a 
greater wheel of stability. We have 
need to consider all of our economic 
legislation, whether banking, utilities 
or agriculture, or anything else, from 
the point of view of its effect upon 
business stability. 

I have never believed that our form 
of government could satisfactorily solve 
economic problems by direct action— 
could successfully conduct business in 
stitutions. The Government can an 
must cure abuses. What the Govern: 
ment can do best is to encourage and 
assist in the creation and development 
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of institutions controlled by our citizens 
and evolved by themselves from their 
own needs and their own experience 
and directed in a sense. of trusteeship 
of public interest. The Federal Reserve 
is such an institution. 


THE FUNCTION OF GOVERNMENT 


Without intrusion, the Government 
can sometimes give leadership and 
serve to bring together divergent ele- 
ments and secure co-operation in de- 
velopment of ideas, measures and 
institutions. That is a re-enforcement 
of our individualism. It does not 
cripple the initiative and enterprise of 
our people by the substitution of 
government. 

Proper co-operation among our people 
in public interest, and continuation of 
such institutional growths, strengthen 
the whole foundation of the nation, 
for self-government outside of political 
government is the truest form of self- 
government. It is in this manner that 


should be met and 


these problems 
solved. 


I wish to revert to the influence of 


the bankers, through encouragment 
and leadership, in expedition of our 
recovery from the present situation. 
You have already done much, and at 
this juncture the responsibility of those 
in control of money and credit is very 
great. Without faith on your part 
and without your good offices, the early 
return to full prosperity cannot be 
accomplished. This depression will be 
shortened largely to the degree that 
you feel that you can prudently, by 
counsel and specific assistance, instill 
into your clients from industry, agri- 
culture and commerce a feeling of 
assurance. 

We know that one of the prerequi- 
sites of ending a depression is an ample 
supply of credit at low rates of inter- 
est. This supply and these rates are 
now available through the co-operation 
of the banks and the Federal Reserve 
System. 

The income of a large part of our 
people is not reduced by the depression 
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but it is affected by unnecessary fears 
and pessimism, the result of which is to 
slacken the consumption of goods and 
discourage enterprise. Here the very 
atmosphere of your offices will affect 
the mental attitude and, if you please, 
courage, of the individuals who will 
depend upon you for both counsel and 
money. 

Many, perhaps all of you, have been 
through other periods of depression. 
Thase of you who have had occasion 
to review the experience of the past 
will, I believe, join in the thought that 
there comes a time in every depression 
when the changed attitude of the 
financial agencies can help the upward 
movement in our economic forces. 

I started with the premise that this 
question of stability was much more 
than a problem in academic economics 
—it is a great human problem, for it 
involves the happiness of millions of 
homes: A continued unity of effort, 
both in our present situation and in 
establishing safeguards for the future, 
is the need of today. No one can 
contribute more than our banking 
community. 

It appears from the press that some 
one suggested in your discussion that 
our American standards of living 
should be lowered. To that I em- 
phatically disagree. I do not believe 
it represents the views of this associa- 
tion. 

Not only do I not accept such a 
theory, but on the contrary, the whol: 
purpose and ideal of this economic 
system which is distinctive of our 
country is to increase the standard of 
living by the adoption and the con- 
stantly widening diffusion of invention 
and discovery amongst the whole of 
our people, any retreat from our 
American philosophy of constantly in- 
creasing standards of living becomes a 
retreat into perpetual unemployment 
and the acceptance of a cesspool of 
poverty for some large part of our 
people. 

Our economic system is but an in- 
strument of the social advancement of 
the American people. It is an instru- 
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ment by which we add to the security 
and richness of life of every individual. 
It by no means comprises the whole 
purpose of life, but it is the foundation 
upon which can be built the finer things 
of the spirit. Increase in enrichment 
must be the objective of the nation, not 
decrease. 

In conclusion I would again profess 
my own undaunted faith in those 
mighty spiritual and intellectual forces 
of liberty, self-government, initiative, 


invention and courage, which have 
throughout our whole national life 
motivated our progress, and driven us 
ever forward. These forces, which 
express the true genius of our people, 
are undiminished. They have already 
shown their ability to resist this im- 
mediate shock. Any _ recession in 
American business is but a temporary 
halt in the prosperity of a. great 
people. 





State Bank Division Meeting 


Better Banking Practice Theme of State Bankers’ Meeting—M. Plin 
Beebe Named President for Coming Year 


the State Bank Division, in the 

words of its president, Dan V. 
Stephens, president Fremont State Bank, 
Fremont, Neb., has “begun to talk 
banking,” and its program on Monday 
morning, September 29, consisted of 
addresses concerned entirely with dif- 
ferent phases of banking practice. 

In the annual address of the presi- 
dent, Mr. Stephens stated that philan- 


[3 of talking about banking, 


Dan V. STEPHENS 


President Fremont State Bank, Fre- 
mont, Neb., and retiring president of 
the State Bank Division. 


thropic activities are not the real 
business of a bank, but of the indi- 
vidual citizen and stockholder, and 
urged banking institutions to discon- 
tinue such activities and also to forego 
gifts of service that cost the bank large 
Sums of money. 


“The most amazing thing,” he said, 


‘tis the idea bankers generally have that 
a service charge of every kind, measured 
exactly to the service rendered, cannot 
be justly and properly made and ac- 
cepted by the people who use the bank. 


M. PLIN BEEBE 


President Bank of Ipswich, S. D., 
and new head of the State Bank 
Division. 


Our experience is that the people are 
ready and willing to pay for such 
services as a bank renders and those 
who are not willing to pay for it can 
not possibly be of any profit to the 
bank.” 

Only those banking institutions hav- 
ing the self respect and courage to 
insist on the bank’s service being paid 
for will ultimately withstand all of the 
storms that may break against them, he 
declared. 

Mr. Stephens voiced strong objection 
to the practice too widely prevalent of 
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interest payment on public funds on 
deposit in the banking institutions of 
the country. 

“The payment of interest on a public 
deposit in a checking account is a dis- 
crimination against all other depositors 
in the banks that are not so treated,” 
he said. “It will also be apparent that 
there is no justification whatever for a 
bank furnishing a surety bond for 
public funds when it does not furnish 
a surety bond for private depositors. 
The discrimination is so apparent and 
unjust that bankers everywhere should 
give the matter their attention and they 
should join in a refusal to permit such 
an outrage to be perpetrated upon the 
private depositors in their banks.” 

Mr. Stephens declared that the gen- 
eral condition of banking in the United 
States is undoubtedly better than it has 
been since 1921. “In fact,” he said, ‘tone 
might conservatively state that banking 
is on a sounder basis now than it has 
ever been in all of its history.” 

“Isn't it logical,” asked John J. 
Driscoll, Jr., of Driscoll, Millet & Co., 
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Philadelphia, in an address on “Facts 
and Factors in Bank Management,” 
“that the most efficient bank manage: 
ment, to attain its best results, must 
know exactly why it does a certain 
thing, what it costs to do it, and what 
profit it earns thereby? 

“Shouldn’t bank management base’ 
its policies, its judgment and its con 
clusions on determinable and accurate 
facts, rather than on hunches, guesses or 
unsound conclusions? 

“Isn't it proper to ask that bank 
management apply to its operations the 
knowledge of its own business broken 
down to the last degree that it has 
preached and insisted that every other 
business apply to theirs? 

“If this is granted, then we must 
concede that analysis will develop the 
facts on which management can deter 
mine and check its policies and judg’ 
ment and with which it may analyze its 
results.” 

On that ever-recurring question of 
unit vs. group banking, Mr. Driscoll 
stated that a unit bank which bases 
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its policies on facts, knows why it does of the Alexandria Bank & Trust Co., 
things, knows definitely the effects of Alexandria, La. declared that the 
its policies and operations on earnings organization of regional clearing-houses 
and liquidity, will continue to grow, and their effective functioning would 
become stronger and have no fear of do more to relieve the present banking 
group or chain banking. “It will be situation in the United States than any 
a bank with clear policies of enforce’ other measure. Among the rules 
ment backed by courage based on con- adopted by the clearing-house associa: 
fidence that it knows what it is doing. tion of which the speaker is the head 
Rest assured that group and chain are, he said, collection of a service 
banks will constantly operate on the charge on unprofitable accounts, a ser- 
basis of facts and the unit bank must vice charge on checks drawn on insufh- 
use the same basis of operation if it cient funds and on notes allowed to 
is to successfully maintain its indepen- run past due. Service charges are also 
dence.” made for over-printing checks, except 
Of branches, he said, “our experience where the balance maintained justifies 
has been that branch banking is desir’ waiving the charge, and on small loans. 
able from an earning standpoint only 
when the branch is of substantial size SERVICE CHARGES 
and does not have to draw its business 
from the main office to survive.” He The day is at hand when every pro- 
advocated a survey of the market possi gressive banker must give serious thought 
bilities in any district before a branch to the installation of a measured of 
was established there. graduated service charge on checking 
In an address on “The Practical accounts, W. D. Schultz, vice-president 
Value of Regional Clearing-House As’ and cashier of the Commercial Bank 
Sociations,” James C. Bolton, president and Trust Company of Wenatchee, 
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Wash., told members of the division. 
Mr. Schultz, whose subject was “Better 
Banking Practices,” said that the banks 
of his community have for a number 
of years used a measured service charge, 
have followed a schedule of other 
charges and have checked duplicate 
borrowers through a credit bureau. The 
increased income made possible through 
this co-operation has helped to offset the 
cost of operation, he said. 

Mr. Schultz said that analysis of 
accounts shows that practically all of 
a bank’s commercial depositors use the 
bank merely as a clearing-house and not 
as a repository. Comparison of a de- 
positor’s average balances with his 
volume of business generally shows an 
inadequacy of balances. 

He said he was firmly convinced from 
actual experience that float charges, 
collection charges, exchange charges, 
safe-keeping charges, escrow charges 


and others in keeping with the risks 
and work involved, should be collected. 
Bankers themselves, who seem to have 
totally ignored the principles of good 


business in their quest for business, are 
to blame for the situation, in Mr. 
Schultz's opinion. If proper charges 
had been provided from time to time 
as the services were inaugurated, he 
said, bank customers would not have 
complained, but as it is the customers 
have received something for nothing 
for so long that it is necessarily a 
matter of education to change their 
expectations. But the bankers will have 
to change their own thoughts and prac- 
tices, he declared, before they can 
educate their customers. 


CREDIT BUREAUS 


Speaking on the subject, “The Credit 
Bureau—-A Safety Factor,” C.F. 
Schwenker, commissioner of banking 
for Wisconsin, declared that no effort 
on the part of banks has ever so fully 
succeeded in co-ordinating them as has 
this movement. This closer relation: 
ship, he said, has had its effect on 
service charges, on the standardization 
of rates of interest and of bank prac- 
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tices, as well as on the exchange of 
credit information. 

One of the greatest deterrents to the 
development of credit bureaus, in Mr. 
Schwenker’s opinion, seems to be an 
unreasoning fear that one’s competitor 
will take an undue advantage of in- 
formation, but this is not borne out in 
fact. He has found, he says, that the 
sense of fair play and sportsmanship 
keeps in check any tendency to abuse 
the information. Another weakness at 
the present time, he has found, is that 
many of the bureaus are organized in 
purely governmental areas and have no 
way of ascertaining the overlapping of 
credits in adjacent areas which do not 
have bureaus. 


NEW OFFICERS 


Officers were elected for the coming 
year as follows: President, M. Plin 
Beebe, president Bank of Ipswich, Ip 
swich, S. D.; vice-president, Felix 
McWhirter, president Peoples State 
Bank, Indianapolis; executive committee 
—for two years, L. A. Andrew, presi- 
dent Citizens Savings Bank, Ottumwa, 
Iowa; for three years, W. D. Schultz, 
vice-president Commercial Bank @& 
Trust Co., Wenatchee, Wash.; and 
James C. Bolton, president Alexandria 
Bank & Trust Co., Alexandria, La. 

Mr. Beebe was born September 7, 
1881, in Sandusky, N. Y. He was 
educated at the University of South 
Dakota, from which he holds both 
A. B. and LL. B. degrees. He began 
the practice of law and became state's 
attorney for Edmunds County, South 
Dakota, and was elected a member of 
the South Dakota State Senate. In 

Mr. Beebe is also president of the 
Parker State Bank, Parker, S. D., and 
chairman of board, Bank of Timber 
Lake, S. D. 

In the American Bankers Association 
he has been a member of the Executive 
Council and the Executive Committee 
of the State Bank Division, and vice: 
president of that division. He has also 
been president of the South Dakota 
Bankers Association. 





National Bank Division Meeting 


President Barton Advocates a Lower Standard of Living—E. S. 
Wolfe Named Group Head for Coming Year 


ton, vice-president of the Metro- 

politan National Bank of Minne- 
apolis, and president of the National 
Bank Division, in the meeting of that 
division, that the standard of living in 
the United States is too high, drew as 
much, if not more attention than any 
other single statement made during the 
convention, for it was challenged by 
President Hoover in his address before 
the convention, who expressed himself 
in disagreement with Mr. Barton. Mr. 


pte secs! by John W. Bar- 


t+) BLANK-STOLLER 

JoHN W. Barton 
Vice-president Metropolitan National 
Bank, Minneapolis, and retiring presi- 
dent of the National Bank Division. 


Barton also stated that in his’ opinion 
the country’s tariff and immigration 
policies were both wrong. 

“We are producing a large surplus of 
agricultural products and manufactured 
articles of all kinds from an abundance 
of raw inaterials and if we do not buy 


we cannot expect to sell,” he said. “If 
our tariff wall tends to reduce our for- 
eign trade, as I think it will, then we 
need more people to consume our sur- 
plus. Yet we further restrict immigra- 


EDMUND S. WOLFE 
President First National Bank & Trust 
Company, Bridgeport, Conn., who 
was named president of the National 

Bank Division. 


tion and at the same time continue to 
reclaim arid lands at an enormous ex- 
penditure of capital annually.” 

Mr. Barton said he regarded the 


tariff and immigration policies as con- 


stituting an “effort to maintain our high 
standard of living against the rest of 


the world,” adding, “In this age of fast 


and efficient methods of transportation 
and communication all nations are too 
near together to successfully maintain 
for any appreciable length of time any 
material differences in the standards of 


living.” 


Gratifying advancement has_ been 
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made during the last year toward mas- 
tery of the technique of bank manage- 
ment, Mr. Barton reported. Not much 
bank legislation was enacted during the 
year, he said, nor were banks threatened 
with adverse proposals. 

Remarking that “the position of the 
American Bankers Association is sub- 
stantially one of opposition to branch 
banking,” Mr. Barton declared there 
are strong indications that we “are ap- 
proaching the time when our position 
of opposition will have to be abrogated 
or at least modified.” He said that 
this was an age of larger units in busi- 
ness and in industry and that banking 
cannot lag behind. 

“It must adopt the practices of the 
business it is organized to assist, and 
size and strength and close and con- 
tinuous contact with larger areas are 
essential to its efficacy,” he said. 

Mr. Barton stated that he believed a 
larger share of the earnings of the Fed- 
eral Reserve banks should in some way 
be distributed to the banks who are 
stockholders instead of being paid to 
the Government. as a franchise tax. 
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BANK MANAGEMENT 


Insistence upon sound bank manage: 
ment in all types of banks for the 
future well-being of the banking industry 
was emphasized in an address by Craig 
B. Hazlewood, vice-president of the 
First National Bank of Chicago and 
former president of the A. B. A. 

“Whether we operate unit banks, 
branches or groups,” he said, “we must 
improve our management. We need to 
fix interest rates scientifically and this 
applies both to rates charged and rates 
paid. We must eliminate excess loans 
granted in violation of the banking laws 
and of good common sense. We must 
avoid capital loans. We must increase 
our knowledge of costs. We must 
make each account pay its way instead 
of carrying seven out of ten checking 
accounts and 40 to 60 per cent. of our 
savings accounts at a loss. We must 
increase employe efficiency and base 
salaries on studies of the volume of 
work performed.” 

Mr. Hazlewood said he was convinced 
that the importance of scientific bank 
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management must be recognized in the 
operation of every bank in America. 
He voiced a defense of the unit bank 
and said that it did not follow that unit 
banking is a failure because unit banks 
have failed. 

“The record of the American unit 
banking system not only proves that a 
poorly managed unit bank fails,” he 
said, “but it also proves—a fact we 
have too frequently forgotten—that a 
soundly managed unit bank succeeds. 
I challenge the statement that the unit 
banking system has failed. It has not 
failed. It is not the system, but the 
management, that needs attention. We 
may analyze group banking and weigh 
carefully its possible advantages and dis- 
advantages and we shall find that it 
can justify itself only as it provides bet- 
ter management. Group, chain and 


branch banking do not represent any 
improvement over the unit banking sys- 
tem unless they provide, at the head 
office, management ability of a higher 


order than would be available in the 
independent units.” 

Two obvious weaknesses in bank, su- 
pervision not sufficiently stressed, Mr. 
Hazlewood observed, are the establish- 
ment of banks in communities obviously 
unable to support them and entirely in- 
adequate bank examinations because of 
inadequate salaries paid to examiners. 
The bank failures of the last ten years, 
he said, are in a measure a direct re- 
flection upon the conduct of bank ex- 
aminations and upon those who have the 
power to grant bank charters. 

In conclusion, Mr. Hazlewood said 
he believed “that we shall witness a 
continuance of many independent unit 
banks, with the development of larger 
sized units; that we may advocate the 
development of local branch banking; 
that we shall benefit by the proper ex- 
tension of group banking over wide 
areas, with authority vested in the 
proper officials to examine and supervise 
all holding companies, security com- 
panies, or investment trusts in which 
either depositors’ or stockholders’ money 
may be involved.” 


FEDERAL RESERVE EARNINGS 


O. Howard Wolfe, cashier of the 
Philadelphia National Bank, urged 
members to lend the weight and prestige 
of the division toward gaining for mem- 
ber banks more liberal benefits from 
Federal Reserve bank earnings. He 
said, however, that there are better and 
sounder ways of enjoying those benefits 
than through the payment of interest 
on reserve deposits or increased divi- 
dends. 

Mr. Wolfe said that the proposition 
that the Federal Reserve banks pay in- 
terest on deposits, presumably at 2 per 
cent., was economically unsound and 
gave figures supporting his statement. 
He said he would suggest more liberal 
regulations with respect to reserve re- 
quirements, declaring that he believed 
that all banks, country as well as city, 
should be permitted to deduct “due 
from banks” from gross deposits to ar- 
rive at the net regardless of the relative 
amount of “due from banks.” Two 
banks should not be required to carry 
reserve against the same money, as is 
the case under present rules, he said. 
Of the use of money as reserve, Mr. 
Wolfe said that he would propose that 
member banks be permitted to deduct 
legal tender money, or at least gold and 
gold certificates, from gross deposits in 
calculating reserve. 

Another logical use to which Federal 
Reserve bank earnings might be put, he 
suggested, is toward defraying the cost 
of bank examinations. 

“However we may arrive at a better 
division of Federal Reserve bank earn- 
ings,” he said, “I think we can all agree 
that the present law giving such earn- 
ings to the Government is unfair and 
unwarranted.” 


NORTHWEST FARMER NOT BADLY OFF 


Charles F. Collisson, agricultural 
editor of the Minneapolis Tribune, told 
members of the division that the prod- 
ucts of the right kind of diversified live- 
stock farming are above or in line with 
the general average of retail commodi- 
ties that farmers buy, even in 1930. He 
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denied that the farmer has lost his buy- 
ing power and characterized as “less 
than a half-truth” the assertion that the 
farmer’s dollar is worth less than the 
industrial dollar. 

Mr. Collisson said it was true that 
grain prices are depressed, and conceded 
that the single-crop farmer may have 
low buying power. 

“Yet dairy products, source of our 
greatest farm income in the Northwest, 
have been, and still are, above the com- 
modity price index in exchange or trad- 
ing value,” he declared. “The same is 
true of cattle and calves, wool and 
lambs, poultry and ‘hen fruit,’ of all 
livestock products except horses and 
hogs. Some of them have been so high 
that ordinary folks could not afford to 
buy them. Now they have come down 
to about the level of merchandise prices.” 


COMMITTEE REPORT 


The committee on national bank re- 
search, appointed at the San Francisco 
convention in 1929, reported four chief 
causes for the diminishing influence of 
national banks and recommended among 
other things purposed to strengthen the 
National Banking System, that mem- 
bers of the Federal Reserve System be 
allowed to participate more generously 
in the earnings of the Federal Reserve 
banks; and that all national banks be 
urged to co-operate with state legislative 
committees to secure laws permitting 
national banks to succeed to the trust 
business in state banks and trust com- 
panies where a merger is consummated 
under a national bank charter. 


ELECTION OF OFFICERS 


Officers for the coming year were 
elected as follows: President, Edmund 
Stanley Wolfe, president of the First 
National Bank and Trust Company, 
Bridgeport, Conn.; vice-president, Rob- 
ert Strickland, vice-president First Na- 
tional Bank of Atlanta, Ga.; members 
of the executive committee, Spencer S. 


Marsh, vice-president National Newark 
and Essex Banking Company, Newark, 
N. J.; Robert V. Fleming, president 
Riggs National Bank, Washington, ). 
C.; J. C. Persons, president First Na- 
tional Bank, Birmingham, Ala.; Edwin 
G. Foreman, vice-president Foreman 
State National Bank, Chicago; C. J. 
Lord, president Capital National Bank, 
Olympia, Wash. 

Mr. Wolfe was born in Frederick, 
Md., September 6, 1883. He attended 
George Washington University and 
George Washington University law 
school, in Washington, D. C. He is 
president of the First National Bank 
and Trust Company, Bridgeport, Conn., 
and of the following companies in that 
city: First National Company, Bridge- 
port Housing Company and American 
Housing Company; also of the Guardian 
Investment Trust, and its subsidiaries, 
of Hartford, Conn. He is also treasurer 
of the Bridgeport Airport, Inc. 

In addition to his business affiliations, 
Mr. Wolfe is president of the Board of 
Police Commissioners, Brooklawn Coun: 
try Club and the Bridgeport Chapter 
American Red Cross, all of Bridgeport. 
He is also a director in the following: 
Bridgeport Brass Company; Bridgeport 
Hospital; Bridgeport Hydraulic Com: 
pany; Bridgeport Morris Plan Bank; 
Bridgeport-Peoples Savings Bank; Bridge- 
port Public Library; Bridgeport Y. M. 
C. A.; Connecticut Company; Pro 
ducto Company of Bridgeport; the D. 
M. Read Company, Bridgeport; and the 
Washington Mechanics Savings Bank, 
Washington, D. C. 

In the American Bankers Association 
he has been vice-president of the Na- 
tional Bank Division and member of 
the Executive Council and the Bank 
Management Commission. From 1927- 
1929 he was chairman of the Federal 
Legislative Committee. He is also a 
past president of the Connecticut Bank: 
ers Association and the Washington 
Chapter of the American Institute of 
Banking. 





Trust Company Division Meeting 


Growth of Trust Business and Importance of Trust Department 
to Bank Are Discussed — Gilbert T. Stephenson 
Named President 


N increase of 409 institutions in 
A® Trust Company Division dur- 
ing the association year, which 
ended August 31, 1930, was reported 
by the division president, John C. 
Mechem, vice-president First Union 
Trust and Savings Bank of Chicago, at 
the meeting of that division. 

At the close of the association year, 
Mr. Mechem told members, the total 
membership of the division was 4246. 
Of this total, he said, but 1387 are trust 


JoHN C. MECHEM 
Vice-president First Union Trust and 
Savings Bank, Chicago, and retiring 
president of the Trust Company 

Division. 


‘ompanies, while the combined national, 
state and savings banks with trust de- 
partments number 2859. ‘Thus actual 
trust companies now number less than 
one-third of the total membership of 
the Truss Company Division, which, 


according to Mr. Mechem, is no longer 
an institutional division, but a func- 
tional division. 

In the annual address of the presi- 
dent Mr. Mechem outlined the work 


GILBERT T. STEPHENSON 


Vice-president Equitable Trust Com- 

pany, Wilmington, Del., who was 

elected president of the Trust Com- 
pany Division. 


done by the department under his 
leadership, mentioning in particular the 
activities of the various committees, the 
publication of their findings and other 
valuable data for trust companies and 
departments, and the several conferences 
held throughout the country under the 
auspices of the division. 


RADIO AND THE TRUST IDEA 


As a guest speaker before the di- 
vision, Milton H. Aylesworth, president 
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of the National Broadcasting Company, 
described the workings of that com- 
pany and showed what radio in general 
was doing for the country. 

“Just as you buy your morning or 
evening Cleveland newspapers for two 
or three cents,” he said, “because of the 
advertising contained in those news- 
papers, just as you buy Collier's, the 
Saturday Evening Post or the Literary 
Digest for five or ten cents because of 
the advertising in those magazines, just 
so do you take your radio for no cost 
at all except maintaining the radio set 
because of the sponsored program. 

“The newspaper or magazine will not 
let the advertising interfere with the 
news or editorial policy of the news- 
paper or magazine. Neither will we 
permit the sponsor to interfere with the 
entertainment, which comes first, if you 
please, in broadcasting to our people.” 

Mr. Aylesworth told of the origin of 
the “Old Counsellor” programs spon- 
sored by Halsey, Stuart & Co., invest- 
ment bankers of Chicago, as well as 
other interesting incidents in the broad- 
casting of radio programs. 
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Deposits received at interest. 


In addition to carrying fine music to 
the nation and to the world, Mr. Ayles 
worth said the radio is serving religion 
and agriculture. In the case of agri 
culture, he said, weather forecasts, crop 
reports and stock prices are being 
broadcast particularly for farmers, as 
well as valuable scientific information 
in regard to crops, etc. 


IMPORTANCE OF THE TRUST 
DEPARTMENT 


There are now about 3500 banks and 
trust companies with well equipped 
trust departments, about equally divided 
between the national banks and the 
banks or trust companies operating un 
der state charters, Robert F. Maddox, 
chairman of the executive committee ot 
the First National Bank of Atlanta, 
told members of the division, in an ad 
dress on “The Importance of the Trust 
Department to the Bank.” 

“The administering of trusts,” said 
Mr. Maddox, “necessarily brings 1 
new contacts with the bank and new 
accounts are apt to follow, and, as eac 
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estate is administered, it opens up broad 
avenues for new business in the com- 
mercial, savings, investment or other 
departments of the bank.” 

The possibilities are most encourag- 
ing, he said, when it is realized that the 
two and one-half billions of dollars in 
life insurance policies now deposited in 
the banks and trust companies, although 
an enormous amount, is but 2!4 per 
cent. of the indicated crop of more than 
one hundred billion dollars waiting to 
be harvested in this new field of busi- 
ness. 

About thirty billion dollars of es- 
tates are now being administered by 
banks and trust companies and 1086 
estates of more than $1,000,000 were 
trusteed in 1929, nearly twice the num- 
ber trusteed the year before. The ag- 
gregate of estates of this class, said Mr. 
Maddox, was more than one billion 
dollars, and the number of trust ap- 
pointments this year will be more than 
ten times the trust appointments made 
seven years ago. 

Mr. Maddox said that the growth of 
group and branch banking will in- 
evitably bring to the smaller commu- 
nities the benefits of corporate fiduciary 
services through the expert advice of a 
larger affliated institution, which new 
business will in time bring new business 
to the various departments of the bank 
itself. 


NEW OFFICERS ELECTED 


Officers were elected for the coming 


year as follows: 


President, Gilbert T. 
Stephenson, 


vice-president Equitable 
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Trust Company, Wilmington, Del.; 
vice-president, Thomas C. Hennings, vice- 
president MercantileCommerce Bank 
and Trust Company, St. Louis; and 
members of the executive committee— 
A. F. Young, vice-president Guardian 
Trust Company, Cleveland; C. Alison 
Scully, vice-president Bank of Man- 
hattan Trust Company, New York; 
Frederick R. Behrends, vice-president 
California Trust Company, Los An- 
geles; Evans Woollen, president Fletcher 
Savings and Trust Company, Indian- 
apolis; and H. O. Edmonds, vice-presi- 
dent Northern Trust Company of 
Chicago. 

Mr. Stephenson was born December 
17, 1884, in Pendleton, N. C. He at- 
tended Wake Forest College, North 
Carolina, receiving his A. B. and A. M. 
degrees. He later received his M. A. 
and LL. B. degrees from Harvard Uni- 
versity. Mr. Stephenson’s first banking 
position was with the Wachovia Bank 
and Trust Company, Winston-Salem, 
N. C., where he became secretary and 
assistant trust officer in 1919, and of 
which bank he later became vice- 
president. This office he held until he 
entered his present position. 

In the American Bankers Association, 
Mr. Stephenson has served as chairman 
of the executive committee of the Trust 
Company Division and as vice-president 
of that division. He is the author of 
several books on trust subjects, the 
latest of which is The Life Story of a 
Trust Man. This is concerned with 
the life of Colonel Francis Henry Fries, 
president of the Wachovia Bank and 
Trust Company of Winston-Salem. 





Savings Bank Division Meeting 


Colonel Ayres Discusses “Savings and Cycles” — A.C. Robinson 
Named New President 


DDRESSES by Colonel Leonard 
A. Ayres, vice-president of the 
Cleveland Trust Company; Rob- 
ert B. Umberger, vice-president of the 
Personal Loan and Savings Bank of 
Chicago; and Austin McLanahan, presi- 
dent of the Savings Bank of Baltimore 
and president of the Savings Bank Di- 
vision of the American Bankers As- 
sociation, made up the program at the 
division meeting held on Wednesday 
afternoon, October 1. 
Discussing the investment of savings 
bank funds, Mr. McLanahan, whose 


© sacnracu 
AusTIN McLANAHAN 


President Savings Bank of Baltimore, 
who has completed a year as president 
of the Savings Bank Division. 


topic was “Investing Savings,” said 
that as little as possible of savings 
funds should be placed in bonds, and 
as much as possible should be invested 
in such stable mediums as well-margined 
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collateral loans, in some cases in first 
class commercial paper of short life 
or bankers’ acceptances and in loans 
secured by first mortgages. The bond 
list, Mr. McLanahan said, should in- 


A. C. Rosinson 


President Peoples - Pittsburgh Trust 

Company, Pittsburgh, Pa., and new 

president of the Savings Bank 
Division. 


clude some Federal Government bonds, 
such an amount of bonds of the 
lesser governmental units—such as 
states, counties and cities-—as the taxa- 
tion situation makes desirable, and 
railroad bonds and public utility bonds 
in about equal proportions. 

The ideal investment for savings 
funds, in Mr. McLanahan’s opinion, 
would be in short-term loans, secured 
by readily marketable collateral and 
mortgage loans which are constantly 
increasing in security by reason of the 
amortization of the principal of the 
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loans. This plan has not been fol- 
lowed as a general rule, he said, partly 
because there are not usually enough 
short-term loans and mortgages avail- 
able and partly because of the desire 
to obtain the marketability afforded by 
bonds and the inclination to avoid the 
trouble of re-investment. Most savings 
funds, he said, contain a large per- 
centage of bonds. 

Commenting that savings funds 
should be used as far as possible to 
further the welfare of the community 
these savings funds represent, Mr. 
McLanahan said there seemed no good 
reason why savings funds should not 
be made available for small personal 
loans to worthy borrowers provided 
the notes bear the indorsement of at 
least two good names. 

“This is a new field,” he said, “but 
promises well for the future, as the 
interest received is higher than can be 
obtained by good bonds and has a 
great advertising value for the bank.” 

Remarking that most commercial 
banks do not care to invest much of 
their savings deposits in mortgages but 


prefer, in case they loan on mortgage 
at all, to sell the mortgages to their 
customers, Mr. McLanahan said there 
was no objection to such a policy. In 
fact, he said, it seems strange that in 
many localities, where the banks are 
feeling keenly the competition of build- 
ing and loan associations, they do not 
compete with these associations on their 
cwn grounds in the making of mort- 
gages instead of complaining that the 
building and loan associations are tak- 
ing away their deposits. 


THE PERSONAL LOAN 


In a discussion of “The Limitations 
of the Personal Loan,” Mr. Umberger 
said bankers should in the future ‘ad- 
here to the same fundamental prin- 
ciples upon which the business has 
been established and should also accept 
the limitations which have grown out 
of experience. 

“We should recognize,” he said, “the 
limitation of the very high cost of 
doing business. We should recognize 
a limitation of the field and a conse- 
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quent limitation in the facilities re- 
quired. We should think of the limita- 
tion of the people themselves in their 
use of the facilities offered.” 

An important limitation of the per- 
sonal loan, Mr. Umberger continued, 
is the limitation of expense—the ex- 
pense of making, servicing and collect- 
ing such loans. “The cost per loan in 
a well-managed, representative personal 
loan company in 1929, exclusive of the 
cost for money, reserve for losses, taxes 
and contingencies, was $8.81. The 
money cost was $4. The cost for 
service, therefore, was slightly over 
twice as much as that for money. 
And even though the losses are the 
wonder of its banking contemporaries, 
the resultant profit of the institution 
referred to in 1929 was just one cent 
on every dollar earned.” 

Mr. Umberger said that there was 
probably no organized business effort 
where the same amount of hard work 
was necessary for the profit earned. 

“One of the important considera- 
tions to thinks about,” according to 
Mr. Umberger, “is not only of what 
is a reasonable amount to loan against 
a borrower's income through an ensu- 
ing twelve-month period, but to what 
extent the borrower is involved to an 
equal or greater amount of obligations 
with loan companies or creditors, and 
to what extent, if a loan is made to 
fund all debts, might the borrower 
celebrate by getting himself sooner or 
later into the same pickle over again.” 

The stability of an individual, like 
that of a business, lies in the strength 
of his reserve, commented Mr. Um- 
berger. He should also have a shock 
absorber, he added, a reserve credit 
bank, not a bank of permanent resort, 
but a bank of occasional reserve resort. 
And in the last analysis, he said, that 
is the position in the field of credit 
that a personal loan company ought 
to fill. 


SAVINGS AND CYCLES 


“My own picture of it is that we 
shall stay on this low floor of this 


business depression until about the tum 
of the year,” Colonel Leonard P. 
Ayres, vice-president of the Cleveland 
Trust Company and widely known 
forecaster of business conditions, told 
members of the Savings Bank Division 
in his address on “Savings and Cycles,” 
“I do not think,” he went on, “that 
business is going to get worse. I do 
not think it is promptly going to get 
much better. I think it is going to 
start its real and definite recovery 
just as that period starts, in the be 
ginning of 1931, when those potential 
stimulants of better business, building 
construction and automobile manufac 
ture, normally receive the maximum of 
their seasonal stimulus. 

“If they are going to come up ap 
preciably at all next year we are going 
to see it there in the spring of the 
year. There are special and_ valid 
reasons why such things as new build- 
ing construction and the manufacture 
of automobiles are potent helps toward 
a robust and definite business recovery. 
I do not think they are going to be 
here in great and exceptional volume 
next year, but I think with the stimulus 
that comes from them and with the 
fact that we have been growing very 
short indeed on new building and 
manufacture of automobiles this year, 
there will be enough of a start to 
come out of them in the spring of 
1931 to start and carry forward a 
real and endurable business betterment. 

“My own picture of that is that it 
will not be very vivid, that we shall 
not go mounting back quickly and 
easily to any renewed period of pros 
perity, but rather that by the final 
part, the closing months of 1931, busi 
ness will once more be back to what 
the statistician calls ‘normal.’ 

“What the statistician calls ‘normal’ 
is not what the business man alls 
‘normal.’ The business man calls 
‘normal’ the conditions that prevailed 
in this country in the first and second 
quarters of 1929. He won't admit that 
he does but in his mind the recent 
high point is always to the American 
business man ‘normal’ for business. 
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“The statistician, on the other hand, 
when he says ‘normal,’ means a condi- 
tion of rather discouraging slow busi- 
ness, about half-way between the bottom 
of depression and the peak of pros- 
perity. I think it is that kind of a 
‘normal’ that we may hopefully look 
forward to reaching by the end of 
1931.” 

Colonel Ayres described cycles in 
savings which correspond to the busi- 
ness cycles. When a depression arises, 
he said, we draw our money out of 
savings accounts to pay bills. Then 
we begin to work hard and save hard. 
The decline in savings runs down 
abruptly at the early part of a business 
depression, recovers promptly and goes 
up to a high point long before busi- 
ness has gotten good again. It starts 
gently to decline as prosperity goes on 
mounting. 

The teaching of thrift throughout 
the country was emphasized in the 
division meeting by Rome C. Stephen- 
son, president-elect of the association, 
who told the division that a special 
plan was to be put into operation 
throughout the association to spread the 
gospel of saving among all the wage- 
earners of the country. A resolution 
was also passed that members of the 
Savings Bank Division call “to the at- 
tention of all bankers the necessity for 
their using every means to impress 
upon the people of their several com- 
munities the soundness of the time- 
tried doctrine that the practice of 
thrift is the safest and surest way of 
obtaining a competence and of urging 
that bankers lose no opportunity to 
drive home the fact that there is no 
substitute for a savings account.” 


OFFICERS ELECTED 


Officers for the coming year were 


elected as follows: president, A. C. 


Robinson, president Peoples-Pittsburgh 
Trust Company, Pittsburgh; vice-presi- 
dent, Jay Morrison, vice-president and 
secretary Washington Mutual Savings 
Bank, Seattle; executive committee— 
for three-year term, Henry Bruere, 
New York; R. J. Campbell, Kansas 
City; Howard Moran, Washington; 
for one-year term, J. V. Holdam, 
Chattanooga. 

Mr. Robinson was born October 19, 
1864, in Ripley, N. Y., and received 
his B. S. and M. A. degrees from 
the University of Pittsburgh. He began 
in business as a clerk for Robinson 
Brothers, Bankers, of Pittsburgh, a firm 
founded by his father and uncles in 
1863. He became a partner and, upon 
dissolution of the firm in 1910, entered 
the Commonwealth Trust Company of 
Pittsburgh as first vice-president. In 
1916 he entered his present position. 
He is a director in the following: First 
National Bank, Dollar Savings and 
Trust Company; Hillman Coal and 
Coke Company, National Union Fire 
Insurance Company, National Union 
Indemnity Company, Pennsylvania In- 
dustries, Inc., Pittsburgh Aviation In- 
dustries Corporation, American Re- 
insurance Company and _ Superior 
California Farm Lands Company. He 
is also president and director of the 
Forest Oil and Gas Company, director 
of the Western Allegheny Railroad 
and vice-president and director of the 
Pennsylvania Bankshares and Securi- 
ties Corporation. Another activity 
which interests him greatly is the direc- 
torship of the Public Schools of 
Sewickley, Pa. 

In the American Bankers Associa- 
tion, Mr. Robinson has been a member 
of the Executive Council and of various 
committees of the Savings Bank Divi- 
sion. He was also vice-president of 
that division. 





State Secretaries Section Meeting 


H. Grady Huddleston Elected President of Group for the Coming 
Year— Reports of Committees Given 


EPORTS of a number of com- 
R tee: of the section, a_ brief 

address by Ben Aley, president 
of the American Institute of Banking, 
of Denver, Colo., and a greeting from 
Rome C. Stephenson, president-elect 
of the American Bankers Association, 
made up the meeting of the State Sec- 
retaries Section, held Tuesday after: 
noon, September 30. 

Mr. Aley asked for the assistance of 
the state secretaries in advancing the 
work of the American Institute of 
Banking and in interesting the senior 


M. A. GRAETTINGER 
Secretary Illinois Bankers Association 
and retiring president of the State 

Secretaries Section, A. B. A. 


bankers in it. The same thought was 
advanced by Paul P. Brown, secretary 
of the North Carolina Bankers Asso- 
ciation, in a talk on “Banking’s Great- 
est Asset.” 

iss Forba McDaniel, secretary of 
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the Indiana Bankers Association, pre- 
sented the report of the committee on 
county organization and gave pertinent 
recommendations for keeping county 


organizations interested and active. 


H. Grapy HupDLESTON 


Secretary Tennessee Bankers Asso- 
ciation, Nashville, and new president 
of the State Secretaries Section. 


She also recommended publication of 
a pamphlet containing specimen con 
stitution and by-laws, suggested pro 
grams, schedule of per item charges, 
etc., which could be used by the state 
associations as a manual for county 
bankers’ associations. 

In an address on “The Leaven at 
Work,” George A. Starring, secretary 
of the South Dakota Bankers Associa’ 
tion, presented the report of the com: 
mittee on improved banking practices. 
Banking organizations are chiefly inter 
ested in more profitable banking as 4 
means to sounder banking, Mr. Starring 
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told members of the section. In some 
twenty states, he observed, the number 
of banks which charge for miscellaneous 
services rendered has increased from 
a comparatively small figure in 1925 
to more than 8000 in 1930. The prac- 
tice of service or stop-loss charges on 
unprofitable checking accounts, which 
was confined to only a few city banks 
in 1925, was employed by 8184 banks 
in 1930, according to the states re- 
porting. 

Where very few banks made a prac- 
tice of periodical analysis of accounts 
five years ago, Mr. Starring said, this 
precedure has been adopted by 4425 
institutions in twelve states from which 
reports were received. 

A growth in the number of both 
city and county credit bureaus during 
the year was noted in the report of 
the committee on credit bureaus and 
clearing-houses given by Wall G. Coap- 
man, secretary Wisconsin Bankers As- 
soclatior As against fifty-seven city 


bureaus in twenty-four states reported 


at the 
SIxty-c} 


1229 convention, there are now 
bureaus in twenty-six states, 


and the 105 county bureaus in twelve 
states have increased to 125 in sixteen 
states during the year. The idea of 
the credit bureau, he said, is taking 
root in seven states that have heretofore 
reported no particular interest. At 
least ten states now have regional 
clearing-houses in operation, according 
to the report. 


EDUCATIONAL PROGRAM 


‘Leadership in activity promoting the 
educational program of the association, 
aimed to bring a more thorough under- 
standing of the local bank through talks 
in the public schools and at public 
gatherings was accorded to the follow- 
ing states by Charles F. Zimmerman, 
chairman of the committee on public 
education, and secretary of the Penn- 
sylvania Bankers Association: Washing- 
ton, Wisconsin, Missouri, North Caro- 
lina, Virginia and Pennsylvania. Mr. 
Zimmerman reported that Iowa, Ohio 
and New Jersey were proceeding with 
a growing purpose behind the plan, 
whereas Arkansas had decided to 
abandon it. 
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Mr. Zimmerman, whose subject was 
“Bank Education and the Public,” sug- 
gested that reasonable continuity in 
the committee personnel in any of 
the states would be beneficial to the 
educational work. Personal interest of 
committee members in the work is also 
most desirable for success, he said. 

State bankers’ associations were 
urged to advocate the establishment in 
their states of some form of state-wide 
protection, either bureaus of criminal 
identification and investigation, or state 
constabularies, by W. W. Bowman, 
secretary of the Kansas Bankers Asso- 
ciation, who presented the report of 
the protective committee of the sec- 
tion. A code of practices to insure 
safety to banks was included in the 
report, and a recommendation that at 
least two independent audits of a bank 
be made each year, in addition to regu- 
lar governmental examinations. 

The report of the insurance com- 
mittee was given by W. F. Keyser, 
secretary of the Méissouri Bankers 
Association, and concerned itself chiefly 


with changes in the 1925 copyrighted 
burglary and insurance policy submitted 


by the insurance committee of the 
American Bankers Association. 

The taxation committee has also 
functioned in co-ordination with the 
larger tax committee of the American 
Bankers Association, according to the 
report presented by George Susens, 
secretary of the Minnesota Bankers 
Association. 


ROUND TABLE AND ELECTION 


After the reports of the various 
committees there was a _ round-table 
discussion at which questions were 
asked and answers given by members of 
the section and others present at the 
meeting. 


Officers were elected for the coming 
year as follows: President, Henry 
Grady Huddleston, secretary Tennessee 
Bankers Association; first vice-president, 
Paul P. Brown, secretary North Caro- 
lina Bankers Association; second vice- 
president, Wall G. Coapman, secretary 
Wisconsin Bankers Association; board 
of control—H. G. Huddleston; Paul 
P. Brown; Wall G. Coapman; Mrs. 
Margaret F. Barnes, secretary New 
Mexico Bankers Association; and M. 
A.  Graettinger, secretary _ Illinois 
Bankers Association and past president 
of the section, ex officio. 

Mr. Huddleston was born near 
Murfreesboro, Tenn. He was gradu- 
ated from Brandon Training School, 
Watrace, Tenn., and attended Cumber- 
land University, Lebanon, Tenn., spend- 
ing two years in the literary depart 
ment and being graduated in 1913 from 
the law department. His first banking 
position was with the First Savings 
Bank and Trust Company, Nashville, 
which later merged with the Nashville 
Trust Company. After holding various 
positions in this bank he became secre: 
tary in 1918 of the Tennessee Bankers 
Association, which office he still occu 
pies. 

In the American Bankers Associa: 
tion, Mr. Huddleston has been presi- 
dent of the Nashville Chapter of the 
American Institute of Banking Section. 
He has served on many committees of 
the State Secretaries Section, of which 
he has been first vice-president the last 
year. In his work as secretary of the 
Tennessee Bankers Association he has 
engaged in a campaign to visit every 
bank in the state in the interest of 
better bank management. He has edited 
the official magazine of the association, 
the Tennessee Banker, for twelve years. 





Resolutions of 56th Convention 


Business Conditions, Branch Banking, Taxation, Doles and Bank 
for International Settlements Considered in Resolutions; 
Report of Committee on Section 5219, Revised 

Adopted 


Statutes, 


committee, Max B. Nahm, vice- 

president of the Citizens National 
Bank of Bowling Green, Ky., presented 
the resolutions formulated by the resolu- 
tions committee before the convention, 
while resolutions of the special com- 
mittee on section 5219, U. S. Revised 
Statutes, were presented by the chair- 
man of that committee, Thornton Cooke, 
president of the Columbia National 
Bank, Kansas City, Mo. The resolu- 


tions as adopted follow: 


T= chairman of the resolutions 


GENERAL CONDITIONS 


The members of the American Bank- 
ers Association realize that as the chief 
custodian of the nation’s financial struc- 
ture it behooves them to consider most 
carefully at this time the situation of 
the country. To this end they desire 
to call particular attention to certain 
matters. 

In the opinion of the American Bank- 
ers Association the business depression 
in this country is merely part of a 
world-wide situation due largely to the 
sharp decline in the price level of raw 
commodities. This decline is a phe- 
nomenon which has followed in the 
wake of most great wars, and is part of 
the process of readjustment needed to 
restore the equilibrium which was upset 
by the forced production necessitated 
in all countries to carry on the war. 
There are evidences that the present 
depression has about run its course. 
Judged by historic precedences, we have 
now reached low ebb and with the re- 
sumption of construction very gradual 
but definite improvement may be ex- 
pected. 

On the other hand, the country is to 
congratulated that the banking and 


> 


be 


credit situation continues fundamentally 
sound. The growth of investments and 
loans of banks resulting from the large 
influx of gold into this country since 
the war is unavoidable. It is useless 
to expect banks to liquidate bank credit 
when they themselves have little or no 
indebtedness. The banks must have 
earnings and as they cannot lend in 
sufficient amounts to commercial bor- 
rowers the tendency is to buy bonds 
and to make loans on securities. 


BRANCH BANKING 


The American system of unit bank- 
ing, as contrasted with the banking sys- 
tems of other countries, has been pecu- 
liarly adapted to the highly diversified 
community life of the United States. 
The future demands the continued 
growth and service of the unit bank in 
areas economically able to support 
sound, independent banking of _ this 
type, especially as a protection against 
undue centralization of banking power. 
Modern transportation and other eco- 
nomic changes, both in large centers and 
country districts, make necessary some 
readjustment of banking facilities. 

In view of these facts this associa- 
tion, while reaffirming its belief in the 
unit bank, recognizes that a modifica- 
tion of its former resolutions condemn- 
ing branch banking in metropolitan 
areas and county-wide branch banking 
in rural districts where economically 
justified. 

The association supports in every re- 
spect the autonomy of the laws of the 
separate states in respect to banking. 
No class of banks in the several states 
should enjoy greater rights than banks 
chartered under the state laws. 
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TAXATION 


The association indorses the work of 
the special committee on section 5219 
and calls attention to the special resolu- 
tion prepared by that committee and 
forming a part of these resolutions. 


DOLES 


In times of business depression when 
unemployment increases largely, at- 
tempts are apt to be made to relieve 
the situation by measures which do 
more harm than good. A number of 
other countries have sought to meet 
present conditions by a system of gov- 
ernment doles. It is to be hoped that 
this system will not be introduced into 
this country. Paying men for doing 
nothing accelerates depressions, prolongs 
them and tends to retard progress by 
creating a disturbing mental atmosphere. 
The association commends the attitude 
of American labor toward this question. 
It believes that the ultimate solution of 
the problem is to be found in a system 
of private insurance which will not de- 
generate into a dole system to meet 
political exigencies. 


THE BANK FOR INTERNATIONAL 
SETTLEMENTS 


More and more the world is becom- 
ing an economic whole, and any 
instrument which facilitates and makes 
more easy the commercial and financial 
intercourse of nations is to be wel- 
comed. The members of the associa- 
tion, therefore, approve the creation of 
the Bank for International Settlements 
designed to remove friction in the 
handling of the reparation payments 
and to make it easier for the financial 
leaders of the various countries inter- 
ested to meet and become acquainted 
with each other’s needs. The associa- 
tion realizes that public opinion in this 
country is still opposed to active par- 
ticipation on the part of this Govern- 
ment in the settlements growing out 
of the Treaty of Versailles. It is glad, 
however, that it was possible for 
bankers of this country to lend their 
aid in the organization of the Bank 


for International Settlements and jn 
the carrying out of its policies, [t 
expresses the hope that the Bank for 
International Settlements will develop 
more and more into an_ instrument 
making for the orderly management of 
international financial transactions and 
thus aiding in the maintenance of peace 
among nations. 


THANKS 


Thanks are due to President Lons- 
dale for the time and energy which he 
has devoted to the affairs of the asso 
ciation. His administration has come 
at a time which has tried the skill and 
intelligence of the banking community 
of this country. He has presented at 
all times with dignity and intelligence 
the point of view of the members of 
this association in his numerous con: 
tacts with the business world at large. 

This association extends its thanks 
also to the bankers, hotels, press, ladies 
and general public of the City of 
Cleveland for the manifold kindnesses 
and the abundant hospitality extended 
to the delegates and the members of 
their families. 

The association is indebted to the 
President of the United States for his 
willingness to give the time to deliver 
an address to the association. It is the 
first time the association has been thus 
honored. The association wishes also 
to express its thanks to the other 
speakers in the various sessions of the 
convention, divisions and sections; they 
have done much to make this conven 
tion of the American Bankers Associa’ 
tion a success. 


RESOLUTIONS RECOMMENDED BY 
COMMITTEE ON SECTION 5219 


Whereas, this association is _again 
confronted with the problem of pro 
tecting national banks and their shares 
of stock from discriminatory taxation; 
and 

Whereas, the protection of national 
banks from discriminatory taxation 
inures in large measure to the benefit 
of state banks and the scope of such 
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protection, therefore, is of grave con- 
cern to all banking institutions; and 
Whereas, national banks are and 
have been, since 1863, agencies of the 
Federal Government and are now 
clothed with additional responsibilities 
and functions as the only compulsory 
members of the Federal Reserve Sys- 
tem and as such have been protected 
under Section 5219 of the Revised 
Statutes of the United States from 
discriminatory taxation by the states; 
and 


Whereas, both national and _ state 


banks have joined with the Congress of 


from time to time 
in furthering amendments to Section 
5219 to enable the states to enact 
equitable and adequate taxation laws, 
and, pursuant to such policy, H. R. 
12490 to amend Section 5219 is now 
pending before the Congress; and 

Whereas, H. R. 12490 is so framed 
as to encourage the measuring of the 
burden of state taxation of banks by 
income as distinguished from capital or 
surplus thus encouraging proper capi- 
talization and the accumulation of 
surplus by banks; and 

Whereas, this association, through its 
special committee on Section 5219, has 
approved said H. R. 12490 as a solu- 
tion of certain existing problems of 
taxation of bank’; now, therefore, be it 

Resolved: That this association here- 
by ratifies the action of its said special 
committee, in approving amendments 
to such section in the form of H. R. 
12490 now pending before the Con- 
gress of the United States, and hereby 
authorizes such special committee to 
suppert aid bill with such changes or 


the United States, 


Riberalta, Santa-Cruz, Sucre, Tarija, Trinidad. 

Collection of drafts handled at the most favourable terms. 

facilities for the DEVELOPMENT of the ECONOMIC RELATIONS between the REPUBLIC 

OF BOLIVIA and FOREIGN COUNTRIES. The Bank grants special facilities to Travellers 
proceeding to Bolivia. 


“NAVIANA” 


Specially prepared to grant 











substitutions, if any, as such committee 
may deem desirable in preserving or 
such as may not prejudicially affect 
the equitable and non-discriminatory 
taxation of national banks or their 
shares of stock, and be it further 

Resolved: That said special commit- 
tee be instructed to oppose any other 
or further legislation whether in sub- 
stitution for or by amendment of said 
Section 5219 that does not provide that 
taxes on the shares of national banks 
shall be measured by taxes on compet- 
ing moneyed capital, or, in lieu thereof, 
does not provide a form or forms of 
taxation embodying the following prin- 
ciples: 

(1) That no more than a reasonable 
proportion of the net income of na- 
tional banks be absorbed by taxation. 

(2) That other financial institutions 
in competition therewith be taxed by 
the same method and at the same rate 
as national banks. 

(3) That the aggregate burden of 
taxation of national banks, however 
imposed, in whatever form or forms, 
shall be no greater, in proportion to 
their net income, than is the aggregate 
burden of taxation of mercantile, 
manufacturing and business corpora: 
tions of a general character in propor: 
tion to their net income. 

(4) That means be established by 
law by which discrimination in viola- 
tion of the foregoing principles can be 
readily demonstrated. 

(5) That the real estate of banks 
shall be separately taxed to the same 
extent, according to its value, as other 
real estate is taxed and that taxes paid 
on real estate shall be disregarded in 
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computing the relative tax burden on 
banks and on other property or busi- 
ness, except as a deduction from earn- 
ings or profits. 

Be it further resolved: That such 
special committee be and is hereby 
directed to act in accordance herewith 
with full power to otherwise protect 
banks from discriminatory taxation as 
it may deem necessary. 


TRUST COMPANY DIVISION TO 
AID IN ESTATE CREATION 


IFE insurance underwriters and 
Le companies will co-operate to 
aid people in creating estates, ac- 
cording to plans outlined in a statement 
issued by the Trust Company Division 
of the American Bankers Association. 
“The way to begin to build up an 
estate is to buy life insurance,” the 
statement says. “After the payment of 
bare living expenses, the first item in 
the family budget should be for the 
payment of premiums. It is the only 
safe and sure way to create a capital 
fund payable in cash in case of death. 
“Every estate requires cash for the 
payment of debts and inheritance taxes. 
Life insurance will meet this need. 

“There are two principal methods of 
distributing life insurance proceeds— 
(1) through the optional settlements of 
the life insurance policies, and (2) 
through a corporate trustee. Life un- 
derwriters realize the value and ad- 
vantages of life insurance trusts and the 
trust officers likewise recognize the 
value and advantages of the optional 
settlements provided in the life insur- 
ance policies. 

“The trust company is in the busi- 
ness of administering estates whether 
these are composed entirely of life in- 
surance policies or include other assets. 

“The principal advantages of the life 
insurance trust for the administration 
of policy proceeds are that it provides 
a single and uniform plan for the man- 
agement of the proceeds of policies in 
several different companies; it provides 
a convenient, experienced and im- 
partial financial adviser for the family 


of the insured; it affords flexibility of 
management and may be used to meet 
unforeseen emergencies and family mis 
fortunes. 

“The life underwriter and the trust 
officer should collaborate in advising 
the creation of insurance estates and 
the administration of the proceeds of 
the policies by trust companies when 
that is for the best interests of the in- 
sured and his family. Fees, commis- 
sions and other compensation resulting 
from any business in which the life 
underwriter and trust officer may col- 
laborate should pass to the person to 
whom they would ordinarily belong in 
the regular course of business and 
neither shall expect or be entitled to a 
share in the financial return of the 
other.” 

The committee representing the trust 
companies in drawing up the plan was 
C. Alison Scully, vice-president Bank of 
Manhattan Trust Company, New York 
City, chairman; Arthur H. Evans, vice- 
president Continental Illinois Bank and 
Trust Company, Chicago; Leslie G. Mc: 
Douall, associate trust officer Fidelity 
Union Trust Company, Newark, N. J.; 
C. C. Price, trust officer Bankers Trust 
Company, New York City; E. M. Mc 
Mahon, second vice-president Chase 
National Bank, New York City; Frank 
G. Sayre, vice-president and _ trust 
oficer Pennsylvania Company for In 
surances on Lives and Granting An 
nuities, Philadelphia; Joseph W. White, 
trust officer MercantileCCommerce Bank 
and Trust Company, St. Louis. The 
underwriters’ committee was as follows: 
Franklin W. Ganse, John Hancock Mu 
tual Life Insurance Company, Boston, 
chairman; A. Rushton Allen, Union 
Central Life Insurance Company, Phil- 
adelphia; Norris Boku, Massachusetts 
Mutual Life Insurance Company, Chi- 
cago; H. T. Burnett, Reliance Life In- 
surance Company, Pittsburgh; Homer 
G. Hewett, Northwestern National Life 
Insurance Company, Houston, Tex.; 
Arthur S. Holman, Travelers Insurance 
Company, San Francisco; Graham C 
Wells, Provident Life Insurance Com 
pany, New York City. 








Changed Conditions Demand 


Modern Facilities 


HE modern vault, correctly planned, becomes an important factor 
"ke efficient banking operation. Such is the York vault equipment 
recently completed for the Ohio Savings Bank and Trust Company of 
Toledo. One great concrete structure, heavily reinforced and lined 
top, bottom and sides with special layers of drill proof and torch proof 
steel, it is divided into three sections to meet the individual require- 
ments of the bank. A safe deposit, a trust anda bank security compart- 
ment, each separated by a steel partition and entered by separate vault 
doors, 26 inches in thickness. 
Seg The latest scientific develop- 
VS Nw ments in locking systems, venti- 
fs lating systems and design of 
security chests have been em- 
bodied; and the safe deposit 
vault, with its 6,000 boxes, is a 
place of striking beauty. 


The utmost in scientific protec- 
tion, York vaults provide advan- 
tages in design, efficiency and 
appearance. Write for detailed 
information regarding your 
requirements. 


York Safe & Lock Co. 
YORK, PENNSYLVANIA 


Arcuitects—Mills, Rhines, Bellman & 

Nordhoff, Inc., Toledo, Ohio. Equipment 

Encinrers—Halsey, McCormack & Hel- 

mer, Inc., New York, N. Y. Burtpers— 

= Bentley & Sons Company, Toledo, 
io. 
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Seventh Edition of America’s 
Most Popular Banking Book — 


Zz Here is a book which has come to 

be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years’ experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for your copy 

of this valuable 

book TODAY and see 

for yourself how 

thoroughly Mr. Kniffin 

has covered his field. THE 


BANKERS PUBLISHING CO. PRACTIC ING 


r 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York City 
Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 

check for $7.50. 


Bank 
Address 





Savings Banks in New York Cut 
Interest Rates 


GROUP of eleven mutual sav- 
A banks in New York City 

announced jointly on October 
1, that the interest rate to be paid on 
deposits would be reduced from 42 to 
4 per cent. The rapid rise in the 
prices of bonds in which savings banks 
are permitted by law to invest had 
brought the yield far below the 42 
per cent. rate that the banks had been 
paying their depositors. 

Under the state banking law, savings 
banks are not permitted to invest more 
than 70 per cent. of their total re- 
sources in real estate mortgages. The 
average return on such mortgages is 
jy per cent., which gives hardly a 
suficient margin when the lower yield 
on other investments is taken into con- 
sideration. 

The wide spread in interest rates 
paid by commercial banks on checking 
accounts and the rate paid on deposits 
by savings banks has resulted in the 
wholesale transfer of accounts to the 
latter by small firms. This practice 
has not been entirely acceptable to the 
savings banks as it meant greatly in- 
creased bookkeeping. 

The situation in other cities is 
summarized by The New York Times 
as follows: 

Dispatches indicate that, with the 
exception of those in Boston, the banks 
in other cities do not contemplate fol- 
lowing the action of the New York 
savings banks in cutting the rate of 
interest on deposits. In Boston it 
seemed uncertain whether the banks 
would cut their rate immediately or 
defer the reduction until the next 
interest date. Cincinnati banks pay 5 
to 6 per cent., and the rate runs to 5 
Per cent. in Boston, but in other cities 
teporting the rate has either equaled 
or been less than the New York rate. 

Of the five chief Philadelphia savings 
banks, three pay 4 per cent. and two 


pay 44% per cent. The Philadelphia 
banks did not follow New York’s lead 
when the rate there was raised to 4/2 
per cent., and officers of the Philadel- 
phia banks paying the 44% rate said 
no change was contemplated. 

In Chicago, where the rate is uni- 
formly 3 per cent., and in San Fran- 
cisco, where it runs from 4 to 4% 
per cent., no changes are indicated. 
San Francisco bankers have discussed 
a rate reduction, but the majority 
have held that current conditions will 
not prevail sufficiently long to justify 
the change. It was considered more 
likely in San Francisco that interest 
on commercial accounts might be cut. 

St. Louis banks have never paid 
more than 3 per cent., the current 
rate, and there is no present prospect 
of a change there. 

No change is contemplated in Den- 
ver, where savings departments of na- 
tional and commercial banks have been 
paying 34% per cent. for five years 
and where savings and loan associa- 
tions pay 5 per cent. 

National banks in St. Paul reduced 
the rate from 3Y% to 3 per cent. 
eighteen months ago and savings banks 
and some trust companies at the same 
time reduced their rate from 4 to 34% 
per cent. No further change is pre- 
dicted now. 

The rate in Cincinnati is from 5 
to 6 per cent. and bankers there were 
quoted as saying that there is coming 
a period when the rate will have to 
be in the depositor’s favor because of 
increased industrial and commercial 
activity. Hence, they argue that it 
would be undesirable to lower the rate 
and later have to increase it. 

Only one Cleveland bank pays 4/2 
per cent., all others not exceeding 4 
per cent. The Cleveland banks are 
not expected to make cuts in their 
interest rates. 
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Getting a new customer (/ {{ 
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costs you several dollars. 
Keeping him on your 
books requires only 
thoughtful service. 
You can add a dis- 
tinctive touch to the com- 
monest service you 
render—supplying him 
with checks—if you have 
your checks made on La 
Monte National Safety 
Paper. In giving a new 
customer — an old customer—a book of La Monte checks you 
place in his hands, safe, crisp, sturdy forms ... passports of 
authority and character to the world of business. And, for your- 
self, you put into circulation checks that represent you well. 
La Monte National Safety Paper offers you many advan- 
tages . . . advertising possibilities. We should like to make up 
for you, free of cost, a sketch showing how well your own em- 
blem would look in La Monte paper. A letter from you is all 
that’s needed. Will you write to us today ? 
George La Monte & Son, 61 Broadway, New York City 


FREE — An unusual ‘ E 
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Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


DEBT PAID WHERE PAYEE HAS 
CHECK CERTIFIED 


Berger v. Quintero, Supreme Court of 
Louisiana, 127 So. Rep. 356 


\X J HERE a check is mailed to a 
debtor and he has it certified 
and retains it without cashing 

it for three years, he cannot thereafter 


claim that the check was for an amount 
smaller than the amount actually due. 


Action by Otto Berger against J. 
Marshall Quintero. Judgment for de- 
fendant, and plaintiff appeals. During 
pendency of the appeal, plaintiff died, 
and his widow was made party plain- 
tiff in his stead. 

Judgment affirmed. 


OPINION OF THE COURT 


OVERTON, J.—This is a suit for 
$5,354.12, paid to defendant, as plain- 
tiff's attorney, by Emile Pomes, notary 
public, in a partition of the effects of 

e succession of plaintiff's mother, 
Anna C. Czarnowski, widow of Peter 
St. Armand. The validity of the pay- 
ment, made by the notary to defendant, 
was recognized by this court in the 
Succession of Czarnowski, 158 La. 
1093, 105 So. 76. 

On the day that defendant received 
the foregoing amount from the notary, 
he made out an itemized statement of 
the amount which he considered due 
the firm, of which he was a member, 
for legal services rendered in matters 
involving considerable property, and for 
costs expended on plaintiff's behalf, 
showing a balance due plaintiff of 
$1,107.62, and mailed the statement 
to him with his check for the amount 
of this balance, and accompanied this 


remittance with a letter stating that 
the check was for the balance due 
plaintiff, appearing on the statement 
inclosed. Plaintiff alleged that he never 
accepted this check, nor approved of 
the settlement offered, and prayed for 
a trial by jury, which was granted. 

Defendant answered the suit, aver- 
ring that the amount remitted was the 
correct balance due, and pleading that, 
as defendant caused the check to be 
certified by the bank on which it was 
drawn, he thereby accepted it, and that, 
as the check was sent him with the 
declaration that it was in settlement of 
the balance due, he thereby accepted it 
in full settlement of that balance. 

The uncontradicted evidence shows 
that, notwithstanding plaintiff's pro- 
tests, he retained the check for three 
years, then caused it to be certified by 
the bank; and then kept it for some 
time, when, still retaining it, he brought 
the present suit. 

The plea of estoppel was sustained 
by the trial judge, the suit dismissed, 
and the jury discharged. 

Under section 187 of the Negotiable 
Instruments Law (Act 64 of 1904), 
“Where a check is certified by the bank 
on which it is drawn, the certificate 
is equivalent to an acceptance,” and 
under section 188 thereof “where the 
holder of a check procures it to be 
accepted or certified the drawer and 
all indorsers are discharged from 
liability thereon.” ‘Therefore, the situ- 
ation is the same as between plaintiff 
and defendant, as if the check had been 
presented for payment and had been 
paid. 

The plea of estoppel, in our view, is 
well founded. The claim was a dis- 
puted one. If plaintiff was not satis- 
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fied with the settlement tendered, he 
should not have retained the check, and 
caused it to be certified by the bank 
upon which it was drawn, but should 
have returned it, in the absence of a 
waiver of the condition attached to the 
remittance. By retaining the check, 
and causing it to be certified, he is now 
precluded from rejecting it, and suing 
defendant upon the entire claim. 
Bassick Gold Mine Co. v. Beardsley, 
49 Colo. 275, 112 P. 770,33 L. R. A. 
(N. S.) 852; Seeds Grain & Hay Co. 
v. Conger, 83 Ohio, 169, 93 N. E. 
892, 32 L! R. A. (N. S.) 380; Schef- 
fenacker v. Hoopes, 113 Md. 111, 
77 A. 130, 29 L. R. A. (N. S.) 205; 
Drewry-Hughes Co. v. Davis, 151 N. 
C. 295, 66 S. E. 139; St. Regis Paper 
Co. v. Tonawanda Board & Paper Co., 
186 N. Y. 563, 79 N. E. 11195. 

The trial judge, although sitting with 
a jury, when the plea of estoppel was 
heard, withdrew the case from the 
jury, and sustained the plea. Com- 
plaint is made of his action in so doing. 
Perhaps it might have been more regu- 
lar, under the law of this state, for the 
judge to have proceeded with the trial 
of the whole case, and let the jury, 
under proper instructions as to the law, 
dispose of the plea, as well as the rest 
of the case, by their verdict. But be 
that as it may, there was no dispute as 
to any fact material to the plea, and 
therefore all that there was to decide 
in passing on the plea was a question 
of law. “Not every error wil! furnish 
sufficient ground for setting aside a 
judgment and requiring a case to be 
tried over again. There. must be prej- 
udice to the appellant, and the preju- 
dice must be such as cannot be 
remedied on the appeal, but only by 
another trial.” New Orleans Terminal 
Co. v. Teller, 113 La. 733, 37 So. 624, 
625, 2 Ann. Cas. 127. Had the judge 
erred in deciding the plea, this court 
would have been in full position to 
have corrected the error, and to have 
granted full relief. If the plea involved 
disputed facts, this court would likely 
reverse the judgment and remand the 
case. As it is, defendant has suffered 


no possible injury by the action of the 
judge. 

Pending the appeal, Berger died. 
His widow, who is his sole heir and 
legatee, has been made party plaintiff 
in his stead. 

For these reasons, the judgment ap- 
pealed from is affirmed. 


FORWARDING BANK NOT 
LIABLE WHERE DRAWEE 
FAILS WITHOUT 
REMITTING 


Joffrion-Woods, Inc. v. St. James Bank 
& Trust Co., Supreme Court of 
Louisiana, 129 So. Rep. 808 


Under the Louisiana statutes (Act 
No. 85 of 1916, and Act No. 86 of 
1926), a bank in which a check is 
deposited and which forwards it to 
a correspondent, by which it is sent 
direct to the drawee, is not liable where 
the drawee fails before its remittance 
draft can be collected. 

So far as the rights of the parties 
in a case of this kind are concerned it 
is immaterial whether the check is re- 
ceived by the forwarding bank for 
collection or for deposit. 


Suit by Joffrion-Woods, Inc., against 
the St. James Bank & Trust Company. 
A judgment for defendant was affirmed 
by the Court of Appeal (127 So. 28), 
and the cause comes to the Supreme 
Court on a writ of review. 


Affirmed. 


OPINION OF THE COURT 


O’NIELL, C. J.—The _ plaintiff, 
Joffrion-Woods, Inc., deposited in the 
bank of the defendant, St. James Bank 
& Trust Company, at Lutcher, La., a 
check for $1740.32, drawn by L. B. 
Babin on the Bank of White Castle, 
at White Castle, La. The St. James 
Bank & Trust Company immediately 
credited plaintiff's account with the 
amount, and forwarded the check to 
the Hibernia Bank & Trust Company, 
in New Orleans, for collection; and 
the Hibernia Bank & Trust Company 
promptly forwarded the check to the 
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Bank of White Castle for payment. 
Babin had sufficient funds in the Bank 
of White Castle to pay the check; and 
the Bank of White Castle had a 
balance of $4473.20 to its credit in 
the Hibernia Bank. The Bank of 
White Castle therefore stamped the 
check “paid,” charged the amount to 
Babin’s account, and sent to the 
Hibernia Bank & Trust Company a 
draft, or exchange, for $2768.97, in 
payment of the Babin check and other 
checks received from the Hibernia 
Bank & Trust Company. On the next 
day after the draft for $2768.97 
reached the Hibernia Bank the Bank of 
White Castle failed and was closed 
by order of the state bank examiner; 
whereupon the Hibernia Bank & Trust 
Company, instead of honoring the draft 
for $2768.97, charged off loans which 
the bank had made to the Bank of 
White Castle, amounting to $4361.76, 
leaving, therefore, only $111.44 to the 
credit of the Bank of White Castle. 
The Hibernia Bank & Trust Company 
therefore charged the Babin check of 
$1740.32 back to the account of the 
St. James Bank & Trust Company, and 
that bank charged the amount back to 
the account of Joffrion-Woods, Inc. 
This suit was brought by Joffrion- 
Woods, Inc., to recover the amount of 
the check from the St. James Bank & 
Trust Company. The facts, so far as 
they were deemed important, being 
admitted, the district court gave judg- 
ment for the plaintiff on the petition 
and answer. The Court of Appeal set 
aside the judgment and remanded the 
case. See Joffrion-Woods, Inc. v. St. 
James Bank & Trust Co., 10 La. App. 
658, 121 So. 378, 46 Banking L. J. 
686. The district judge then heard 
the evidence, establishing the facts 
which we have related, and, on the 
authority of the opinion expressed by 
the Court of Appeal, gave judgment 
for the defendant, rejecting the plain- 
tiff's demand, which judgment was 
affirmed by the Court of Appeal. See 
Joffrion- Woods, Inc. v. St. James Bank 
© Trust Co., 127 So. 28. The case is 
ere on a writ of review. 
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Counsel for Joffrion-Woods, Inc., 
rely upon the general rule prevailing 
in other jurisdictions, that, when a 
check on a distant bank is indorsed 
by the payee and deposited by him in 
his local bank, and he receives credit 
for the amount as for cash, and is per- 
mitted to draw against the deposit the 
local bank becomes irrevocably the 
owner of the check. The cases cited 
in support of the doctrine are Douglas 
v. Federal Reserve Bank, 271 U. S. 
489, 46 S. Ct. 554, 70 L. Ed. 1051; 
Equitable Trust Co. v. Rochling, 275 
U. S. 248, 48 S. Ct. 58, 72 L. Ed. 
264; Latzko v. Equitable Trust Co., 
275 U. S. 254, 48 S. Ct. 260, 72 L. 
Ed. 267; and Martin v. Hibernia Bank 
& Trust Co., 127 La. 301, 53: So: 572. 
In the case before us, however, we are 
governed by a statute on the subject, 
Act No. 86 of 1926, p. 125. The 
case of Martin v. Hibernia Bank & 
Trust Co. was decided by this court 
in 1910. Thereafter the Legislature 
adopted a statute on the subject, Act 
No. 85 of 1916, p. 204. The act 
provides that any bank receiving, for 
collection or deposit, any check, draft 
or note, may send the item for collec- 
tion directly to the bank on which it 
is drawn or at which it is made pay- 
able, and a failure of the bank to ac- 
count for the proceeds, either because 
of its insolvency or for any other rea- 
son, shall not render the forwarding 
bank liable. The act of 1926 is even 
more appropriate to this case. It pro- 
vides that a bank that receives for 
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collection or deposit a negotiable or 
nonnegotiable instrument, payable at a 
bank elsewhere, and forwarded for 
collection, shall not be liable for any 
loss resulting from the fault or negli- 
gence of any bank or person through 
whose hands the instrument may pass 
while in transit. 

Counsel for Joffrion-Woods, Inc., 
contend that a distinction should be 
made between a case where the for- 
warding bank received the instrument 
for collection and a case where the 
forwarding bank, is in this case, re- 
ceived the instrument for deposit and 
gave the depositor credit for the 
amount. Our answer is that neither 
of the statutes makes any such distinc 
tion. They relieve the forwarding bank 
from liability as well when the instru- 
ment has been received for deposit as 
when it has been received for collec- 
tion. The statutes recognize and 
virtually declare that, when a bank re- 
ceives from one of its depositors an 
item for collection or deposit, the bank 
may immediately give the depositor 
credit for the amount without becom- 
ing irrevocably the owner of the in- 
strument or forfeiting the right to 
charge the amount back to the deposi- 
tor if the bank fails to make the 
collection. It is not necessary that 
there should have been any fault or 
negligence on the part of the Hibernia 
Bank & Trust Company or of any 
bank or person through whose hands 
the instrument passed, in order that 
the St. James Bank & Trust Company 
should be relieved of liability by Act 
No. 86 of 1926. The statute does not 
mean merely that the forwarding bank 
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shall not be liable for any fault or 
negligence of another bank, or of some 
one else. It means that the forwarding 
bank shall not be liable except for some 
fault or negligence on its own part. 
We do not express an opinion as to 
whose fault it was that the amount of 
the Babin check was not collected by 
the St. James Bank & Trust Company. 
It is sufficient to say that the bank’s 
failure to collect was not due to any 
fault or negligence on its part. 
The judgment is affirmed. 


CHECK CERTIFIED BY TELE 
GRAM 


Brandon v. Power, Kansas City, Mo., 
Court of Appeals, 27 S. W. 
Rep. (2d) 65 


A bank may certify a check by tele- 
gram and it will be liable on a check 
so certified even though it was drawn 
against insufficient funds. 

In this case it appeared that one 
Power purchased calves from the 
Kennedy-Bone Calf Co., a partnership 
located at Kansas City. Power gave 
the partnership his check for the pur 
chase price. The firm did not ship 
the calves, however, until it had sent 
a telegram to the drawee bank asking 
if the check would be paid and had 
received a reply, “Will pay W. H. 
Power check.” 

When the calves were delivered to 
the railroad company they were at 
tached by a creditor of Power's. The 
members of the partnership inter’ 
pleaded, claiming to be the owners of 
the calves. 

The court held that title to the calves 
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had passed to Power, and that the 
attaching creditor’s rights were superior 
to those of the partners. The partners, 
however, were protected in that they 
could hold the drawee bank liable on 
its certification. 


OPINION OF THE COURT (IN PART) 


There is no doubt but that when 
the check was certified it constituted, 
not only payment of the check, but 
payment for the calves by Power to 
the Calf Company. Sections 973, 974, 


R. S. Mo. 1919; Krikorian v. Fer- 
manian, 119 Misc. Rep. 535, 196 N. 
Y. S. 629. In the case of City of 
Brunswick v. People’s Savs. Bank, 194 
Mo. App. 360, 361, 362, 190 S. W. 
60, this court said: 

“When a bank at the request of 
the drawer of a check certifies it before 
delivery to the payee, and it is then 
delivered, the certification does not dis- 
charge the drawer if the check is not 
paid on due presentment. The certi- 
fication simply vouches for the genuine- 
ness of the check and that it will be 
paid on presentment, and merely adds 
to its easy negotiation by adding the 
promise of the bank. Born v. Bank, 
123 Ind. 78, 24 N. E. 173, 7L. R. A. 
442, 18 Am. St. Rep. 312; Oyster & 
Fish Co. v. Bank, 51 Ohio St. 106, 36 
N. E. 833; Minot v. Russ, 156 Mass. 
458, 31 N. E. 489, 16 L. R. A. 510, 
32 Am. St. Rep. 472; Blake v. Hamil- 
ton Dime Sav. Bk. Co., 79 Ohio St. 
189, 87 N. E. 73,20 L. R. A. (N. S.) 
290, 128 Am. St. Rep. 691 and 696, 
16 Ann. Cas. 210. 

“But if the holder receive an un- 


certified check, and instead of drawing 
the money has it certified, he dis- 
charges the drawer, for he has accepted 
the bank as his sole debtor; the same 
as if he had drawn the money, then 
deposited it, and taken a certificate of 
deposit for it.” 

The court also cites what is now 
section 974, R. §. Mo. 1919. See, 
also, Muth v. St. Louis Trust Co., 88 
Mo. App. 596, 603, 604; Bank of 
Springfield v. First Natl Bank of 
Springfield, 30 Mo. App. 271, 275; 
National Mechanics’ Bank v. Schemlz 
Natl. Bank, 136 Va. 33, 116 3S. E. 
380; Carnegie Trust Co. v. First Nat'l 
Bank of City of N. Y., 213 N. Y. 301, 
107 N. E. 693, L. R. A. 1916C, 186. 

It is held in Krikorian v. Fermanian, 
supra, that the party who has a check 
certified accepts the bank as his debtor, 
and not only: releases the drawer from 
liability upon the check but elects to 
take the check as payment of the 
drawer’s debt. 

There is no contention made that the 
first two telegrams exchanged were not 
sufficient to constitute a certification of 
the check but as they sufficiently identi- 
fied the check there is no question but 
that they were sufficient to constitute 
certification. 7 C. J. 705; Ensign v. 
Clark Bros., 195 Mo. App. 584, 193 
S. W. 961; State Bank v. Citizens’ 
Natl Bank, 114 Mo. App. 663, 90 
S. W. 123. 

We have no quarrel with the authori- 
ties cited by the interpleaders to the 
effect that a check is not payment 
unless it is taken as such or where 
such a check is dishonored the. title to 
the property for which it is given does 
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not pass where the terms of the con- 
tract required payment in cash, unless, 
of course, the matter of payment in 
cash is waived. In this case the check 
was not dishonored but certified, and 
under all of the authorities this certi- 
fication was equivalent to payment of 
the same as though the Calf Company 
had withdrawn the money from the 
bank and deposited it therein in its 
own name. As we construe the con- 
tention of the interpleaders they admit 
that the certification of the check by 
the bank released Power and the Calf 
Company accepted the bank as its 
debtor, but it is claimed that this pro- 
cedure on the part of the Calf Com- 
pany did not waive the matter of 
payment by Power, unless he or some 
one for him actually made payment. 
It is true that the terms of the sale 
were cash but if the procuring by the 
Calf Company of the check to be 
certified was not equivalent to the re- 
ceipt by it of cash it nevertheless was 
payment as payment in cash was thus 
waived. The Calf Company treated 
the certified check as payment. This 
is shown by the fact that it refused 
to ship the calves until the check was 
honored by certification and did ship 
them when it was thus honored. Ac- 
cording to the authorities which we 
have cited this transaction constituted 
a payment of the indebtedness from 
Power to the Calf Company, and this 
being the situation, title passed and 
there was nothing to prevent the ob- 
taining of a lien by the levy by a 
creditor of Power of an attachment 
upon the calves. And this is true 
although there was conduct on the part 
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of the bank and the Calf Company, 
after the attachment was served, which 
might possibly be construed as a mutual 
revocation of the certification of the 
check. However, we are not passing 
upon the legal effect of this conduct 
except to say that it could not affect 
the lien, if any, thus acquired by the 
plaintiff. 6 C. J. 286, 292, 293. 

It seems to be contended by the 
interpleaders that because Power had 
no money in the bank with which to 
pay for the calves that he had no 
interest in them and could not have 
had the title at the time the attach 
ment was run and that the most that 
can be said is that he was in the act 
of purchasing the calves but had no 
interest in them. We are not con 
cerned with the relationship existing 
between Power and the bank as be: 
tween themselves. If the bank saw 
fit to certify the check without Power 
having the money in the bank that was 
the bank’s business, but the bank could 
not assert any such circumstance as 
against the Calf Company, Robinett 
v. Bank, 178 Mo. App. 422, 163 S. 
W. 248. The Calf Company had no 
knowledge or notice of the fact that 
Power did not have the funds in the 
bank with which to meet the check at 
the time it was given or certified. 
National City Bank v. Titlow (D. C.) 
233 F. 838; National Bank v. National 
Bank, supra. There is no question but 
that at the time the writ of attachment 
was served the Calf Company had a 
perfect cause of action against the 
bank upon the check, that the calves 
were paid for and that the title to 
them had passed to Power. 





FAILURE TO PRESENT DRAFT 
WITHIN REASONABLE TIME 


Pohl v. Johnson, Supreme Court of 
Minnesota, 229 N. W. Rep. 555 


When the payee of a warehouse- 
man’s draft neglects to present it for 
two months, when payment is refused 
because of the warehouseman’s in- 
solvency, the payee will not be per- 
mitted to recover from the surety on 
the warehouseman’s bond. 


Action by Alexander Pohl and others 
against O. A. Johnson and _ others. 
Verdict for plaintiff, and, from an 
order granting a motion of one de- 
fendant for judgment non obstante or 
for a new trial, plaintiffs appeal. 
Affirmed. 


OPINION OF THE COURT 


TAYLOR, C. J.—Verdict for plain- 
tiffs. Defendant surety company moved 
for judgment non obstante or for a 
new trial. The motion for judgment 


was granted. Plaintiffs appealed. The 
controversy is solely between plaintiffs 
and the surety company, and that 


company will be intended by the term 
“defendant” when used _ hereinafter. 

O. A. Johnson, doing business as 
O. A. Johnson Elevator Company, 
operated a public grain warehouse in 
the state of South Dakota under a 
license from that state. Defendant 
was the surety on his bond as such 
warehouseman. The condition of the 
bond was to the effect that Johnson 
would comply with all the laws of the 
state of South Dakota relating to the 
duties of a public warehouseman. 
Under the laws of South Dakota, where 
grain delivered at a public warehouse 
is not purchased, but received for 
storage, the warehouseman receives it 
as a bailee, and is required to issue 
storage tickets therefor obligating him 
to return grain of a like kind, quantity, 
and grade on presentation of the stor- 
age tickets and payment of certain 
specified charges. 

Johnson had an arrangement with 
the C. C. Wyman Company of 
Minneapolis, Minn., under which he 
bought grain, and that company 
furnished the money to pay for it. 


MORNING or EVENING 


Whether for a night or a year, 
The Lexington, with its ideal lo- 
cation, makes a convenient 
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No conventions; quiet, re- 
fined—and not too far from 
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The Greatest Mother 


He made daily reports to them of the 
grain purchased, and issued to the 
sellers so-called grain checks for the 
purchase price. These so-called grain 
checks were in substance drafts on the 
C. C. Wyman Company. They were 
usually deposited in a local bank and 
paid through the usual banking chan- 
nels. 

In January and February, 1928, 
plaintiffs delivered wheat to Johnson 
at the warehouse, and received the 
usual storage tickets for it. On April 
13, 1928, they sold the wheat to John- 
son, delivered the storage tickets to 
him, and received a grain check or 
draft on the C. C. Wyman Company 
for $519.70, the admitted value of the 
grain. On June 13, 1928, Johnson, 
having shipped out all his grain, closed 
his warehouse and quit business. He 
was then indebted to the C. C. Wyman 
Company in the sum of $9000, and 
was insolvent. 

Plaintiffs retained their draft in their 
own possession until June 21, 1928, a 
week after Johnson had quit business, 
and more than two months after they 
had received it. On June 21, 1928, 
they presented it at a bank, and pay- 
ment was refused. Thereafter they 


made a demand for the grain or the 
money, and then brought this action 
against defendant on the bond. 

Defendant contends that, when plain- 
tiffs sold the grain to Johnson and sur- 
rendered the storage tickets and received 
the draft, the bailment terminated, the 
grain became the property of Johnson, 
and liability for it under the bond 
ceased. Defendant further contends 
that, even if the draft was conditional 
payment only, plaintiffs’ negligence in 
not presenting it for payment for more 
than two months released defendant 
from liability for the grain. 

It appears that between April 13, 
1928, and June 12, 1928, Johnson 
purchased other grain and paid for it 
with similar drafts to an amount of 
about $10,000; and that such drafts 
presented prior to June 12th were paid. 
It was also shown affirmatively and 
without dispute that plaintiffs’ draft 
would have been paid if it had been 
presented at any time prior to June 
12, 1928. 

Where a creditor receives a check 
of draft, the presumption is that he 
receives it as conditional payment, and 
that it does not operate as absolute 
payment, unless paid in due course. 
5 Dunnell, Minn. Dig. §§ 7445, 7446 
and cases cited; also annotations in 31 
A. L. R. 578. But, where he negli 
gently fails to present it within a 
reasonable time, and it would have 
been paid if presented within a-reason- 
able time, he thereby makes the in 
strument his own, and it operates as 
payment at least as to third parties. 
Commercial Investment Trust v. Lund- 
gren-Wittensten Co., 173 Minn. 83, 
216 N. W. 531, 56 A. L. R. 492; 
McFadden v. Follrath, 114 Minn. 85, 
130 N. N. 542, 37 L. R. A. (N. S.) 
201; Manitoba Mortgage, etc., Co. v. 
Weiss, 18 S. D. 459, 101 N. W. 37, 
112 Am. St. Rep. 799, 5 Ann. Cas. 
868, and notes; Kennedy v. Jones, 140 
Ga. 302, 78 S. E. 1069, Ann. Cas. 
1914D, 355, and note. 

The sale of the grain to Johnson was 
what is termed a cash sale. When 
plaintiffs accepted the grain check of 
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draft for the purchase price, the sale 
was completed, subject only to the 
condition that the instrument be paid 
if presented within a reasonable time. 
Where a check or draft is accepted for 
the purchase price on a cash sale, the 
seller must exercise reasonable diligence 
in presenting it for payment, and his 
failure to do so will operate as a 
waiver of his right to rescind and 
reclaim the property for nonpayment. 
With no reason for not presenting the 
draft promptly, plaintiffs held it more 
than two months before presenting it. 
Under the circumstances of this case, 
it cannot be said that the draft was 
presented within a reasonable time, and 
therefore the right of plaintiffs to 
rescind and reclaim the grain had 
lapsed. Defendant was not surety for 
the payment of the draft, but only 
for the return of the grain to the 
holder of the storage tickets. That 
the delay was prejudicial to defendant 
is clear, for it was shown that the 
draft would have been paid if pre- 
sented at any time before Johnson quit 
business. 

We concur with the conclusion 
reached by the learned trial court, and 
the order is affirmed. 


DIRECTOR’S CLAIM FOR BONDS 
LEFT FOR SAFEKEEPING 
AND STOLEN BY BANK 
EMPLOYE 


Johnson v. National Bank of Franklin, 
United States Circuit Court 
of Appeals, 41 Fed. Rep. 
(2d) 364 


A bank director, who leaves bonds 
with the bank for safekeeping, which 
bonds are stolen by an employe of the 
bank, has no claim against the bank, 
either as a preferred or general credi- 
tor, upon the failure of the bank. 

In Error to the District Court of the 
United States for the Middle District 
of Tennessee: John J. Gore, Judge. 


Action by, E. T. Johnson, trustee, 
against the National Bank of Franklin 
and Herbert Pearson, receiver thereof. 
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Decree for defendants, and plaintiff 
brings error. 


Affirmed. 
OPINION OF THE COURT 


PER CURIAM.—In January of 
1920, appellant delivered to E. D. 
Green, cashier of the National Bank 
of Franklin, for safekeeping, Liberty 
bonds of the face value of $13,000. 
The bank had a small number of tin 
boxes which it kept in its burglar .and 
fireproof safe, and in which it per- 
mitted its directors and perhaps some 
of its depositors to place their securi- 
ties. Appellant was one of its direc- 
tors, and Green accepted the bonds 
and placed them in one of these boxes. 
He was directed by appellant to clip 
the coupons on the bonds as they be- 
came due and place the proceeds to 
appellant’s credit in the bank. There- 
after, until the bank failed in 1926, 
Green regularly credited appellant on 
the books of the bank with amounts 
representing the coupons as they became 
due. Appellant did not again see the 
bonds after delivering them to Green, 
who alone, with other employes of 
the bank, had access to the safe. Upon 
the failure of the bank, appellant ap- 
plied to Pearson, the receiver, for the 
return of the bonds. Pearson caused 
a search to be made for them in the 
bank, but was unable to find them. 
He found in the vault a box contain- 
ing an empty envelope bearing the 


words, “Bonds of E. T. Johnsicn. 
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$13,000.00,” in Green’s handwriting. 
Thereupon appellant filed with the re- 
ceiver a creditor’s claim for the amount 
of the bonds, and this being denied, 
brought this action to have his claim 
allowed as a preferred claim against 
the bank, and in any event to be per- 
mitted to share ratably with the general 
creditors in the distribution of the 
bank’s assets. Upon the hearing in the 
lower court the bill was dismissed. 
The evidence shows that the bonds 
were stolen from the box by some em- 
ploye of the bank. For present pur. 
poses we accept the hypothesis that 
the bank was a bailee, Pennington v. 


Farmers’ € Merchants’ Bank, 144 
Tenn. 188, 231 S. W. 545, 17 A. L. 
R. 1213, held to the measure of care 
referred to in Preston v. Prather, 137 
U. S. 605, 11 S. Ct. 162, 34 L. Ed. 
788; that is, the care that an ordinarily 
prudent person would usually exercise 
in protecting his own property of a 
similar character. We may assume also 
that there was negligence on the part 
of the bank, but if there was, it con- 
sisted in the failure of the directors, of 
whom appellant was one, to exercise 
proper care in selecting the employes 
of the bank or in failing to discover 
that one of them was dishonest. The 
negligence therefore was appellant’s as 
much as that of the other directors, 
and he cannot recover for his own 
negligence to the prejudice of deposi- 
tors and other innocent creditors of 
the bank. It makes no difference that 
he held the bonds as trustee for him 
self as life beneficiary with the re 
mainder in others. As between him 
and the bank in this proceeding he 
is the sole party in interest. The bank 
made no engagement with the re 
maindermen, and their rights depend, 
not upon what the bank did apart 
from its duty to him, but upon his 
responsibility to them as trustee. 
The decree is affirmed. 


THE REAL PURPOSE OF LIFE 


Every ambitious, self-respecting individual 
wants to make a living. That he should do, 
and as much more as his services to society 
justify. But in this money-mad age we do 
well to remind ourselves that after all the 
real purpose of our existence is not to make 
a living, but to make a life—a worthy, well 
rounded and useful life. In the long run, 
therefore, anything that defeats that purpose 
is not worth the cost—John D. Rocke: 
feller, Jr. 
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America as an International Lender 


By W. T. Hart, B. Com. 
Formerly Lecturer in Banking and Exchange at the City of London College 


NE of the most striking differ- 
C) ences between pre-war and post- 

war financial conditions is the 
emergence of the United States as an 
important long-term lender. Accord- 
ing to the calculations of the U. S. De- 
partment of Commerce, foreign issues 
in the United States amounted to about 
£7,500,000 in 1914; in 1920 they were 
nearly £100,000,000, and the figure ad- 
vanced each year to around £275,000,- 
000 in 1927, with only one setback (in 
1923). Since 1928, however, American 
lending overseas has shown a consider- 
able falling off. The official figure for 
1928 was about £255,000,000, and a 
further decline was seen last year when, 
according to the New York Trust Com- 
pany, foreign issues amounted to only 
£150,000,000. 

The causes of the rise of America as 
an international lender are well known, 
but it may be desirable to recall that 
the war only accelerated a develop- 
ment that was already under way. 
During the nineteenth century the states 
were borrowing for their own develop- 
ments. On the one hand, capital was 
needed for the opening up of the vast 
prairie regions; on the other, the infant 
American industries were founded on 
lines requiring a maximum of capital 
for the production of. machine-made 
goods on mass production lines. But 
eventually America was able to finance 
her own development and, moreover, 
her prosperity gave her a surplus for in- 
vestment in other spheres. The war in- 
creased the wealth of the United States, 
and simultaneously reduced the foreign 
lending power of the old European na- 
tions which had previously been the 
great lenders to the newer countries. 
Hence, whereas in 1914 America owed 
abroad about £1,000,000,00, in 1929, ac- 
cording to the Department of Commerce, 
her foreign investments totaled between 
£2,50).000,000 and £3,000,000,000. 


The rapidity of this growth under 
the exceptional conditions of the war 
and post-war years led to talk of New 
York supplanting London as the leading 
capital market. It should be realized, 
however, that British investments abroad 
are still larger than those of the United 
States. The generally accepted estimate 
of her overseas investments is £4,000,- 
000,000, and her net income from in- 
terest and dividends on such invest- 


W. T. Hart 


ments is double that of the United 
States. Public issues in London on be- 
half of borrowers abroad, although sub- 
stantially below pre-war figures, are still 
of very considerable volume. In 1929 
they totaled £87,000,000, and in 1928 
£105,000,000, compared with £160,- 
000,000 in 1913. The decline can, 
moreover, be attributed rather to in- 
creased demands upon the capital avail- 
able for investment in London from 
British joint stock companies, than to 
any decreased liking on the part of 
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British investors for the profits to be 
made by investment abroad. 

Those who talked of the competition 
between London and New York over- 
looked the fact that to a certain ex- 
tent the activities of the two centers 
are complementary. British capital is 
mainly invested in the British Empire, 
excluding Canada, while the interests of 
the United States are primarily di- 
rected toward other parts of the Amer- 
ican continents. London, however, has 
always been keenly interested in South 
America and in Argentina in particu- 
lar, in which country one-eighth of the 
total British overseas investments are 
found. United States investments in 
Europe also reach a large total, but as 
the European countries restore their in- 
dustries they must be expected to re- 
duce their foreign borrowings and to 
become mainly self-sufficing. 

Estimates of investment in any area 
must be very tentative as so many 
sources of providing capital cannot be 


properly examined. The U. S. Depart- 
ment of Commerce divides American in- 
vestments abroad at January 1, 1929, as 


follows: (in millions) 


£950 to £1,130 
750 to 875 
630 to 690 
225 to 300 


Latin America 
Europe 


Canada and Newfoundland 
Other areas 


£2,555 to £2,995 


Reliable and recent comparable Brit- 
ish figures are not available. Sir Robert 
Kindersley has, however, published the 
results of an examination of invest- 
ments in foreign and colonial bonds 
totaling £1,400,000,000, or rather over 
one-third of all British investments 
abroad, which showed the following dis 
tribution: 


(in millions) 
£113 


America (excluding Canada) 
Asia (excluding India) 
Australia and New Zealand 
Canada 

Africa (including Egypt) 
India 

Other colonies 


The London Economist has examined 
1716 companies registered in Britain 
and operating overseas, whose £1,040, 
000,000 of share and loan capital owned 
by British residents constitutes about 
one-quarter of the total foreign and 
colonial investment. This capital was 
distributed as follows: 
Australia and New Zealand 
Canada 
South Africa 
India and Ceylon 
British Possessions in Africa 
Other British Possessions 


(in millions) 


Total British Empire 


Argentina 

Brazil 

Rest of South America 
Mexico and Central America . 


Europe 
Rest of Africa 
Rest of Asia 


Total rest of world 


Total world 





his purchases directly. 





Increasing Profits 


A MANUFACTURER who purchased raw material through domestic 
commission merchants desired to visit European markets and make 


At the Irving’s suggestion, he carried with him an assignable docu- 
mentary Letter of Credit which enabled him to assign portions of the 


credit to various sellers under widely ranging selling terms. 


Thus, he was able to buy at more favorable prices and thereby to 
increase profits — a result of Irving service. 


IRVING TRUST CoMPANY 
Out-of-Town Office—W oolworth Building 
New York 


These incomplete statistics cannot be 
held conclusive, but they lend color to 
the view that Britain’s lending has cov 
ered a wider field than that of the 
United States, besides, thanks to her 
long start, constituting a considerably 
greater volume to date. 


AMERICAN INVESTORS MORE 
CONSERVATIVE 


Probably owing to their great 
familiarity with foreign investments, 
British investors appear to be less con- 
servative than American in their sup- 
port of foreign enterprise. A private 
analysis of the more important public 
i of foreign stocks in London 
and New York over the last two 
years, shows that in America the 
majority of such issues were in govern- 
ment bonds or industrial debentures, 
and attention was largely concentrated 
on public utility concerns. Support 
was forthcoming in London for a 


wider variety of ventures, and the 
British public was more prepared to 
take up equity securities. With ex- 
perience of foreign lending, however, 
American investors will no doubt be- 
come equally enterprising. 

While ultimately America’s wealth 
must make her the leading foreign 
lender, London will have advantages to 
offer British Empire borrowers in the 
shape of sentimental preference, and 
as regards government stocks the 
tangible preference of their favored 
status under the Trustee Acts. More- 
over, the supremacy of her acceptance 
market will help London to retain 
long-term lending business. The ques- 
tion of whether London or New York 
lends is, however, after all of secondary 
importance. The vital consideration 
is that both should be fully employed 
in meeting the needs of the world for 
new capital which appear likely to ex- 
ceed their joint capacities for some time 
to come. 
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The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


By PauL EINzic 


European Correspondent of THE BANKERS MaGazINeE and Foreign Editor of The Financial 
News, London 


tions have gone from bad to worse 
during the month under review. 
In almost every country, the business 
depression has become accentuated, and 
unemployment has further increased. 
The wholesale price of food and raw 
materials continued to decline, while 
retail prices continued to remain prac- 
tically stationary, so that the decline 
of wholesale prices has failed so far to 
set into motion its corrective in the 
shape of an increased demand on the 
part of the consumers. On the con- 
trary, the public is reducing its pur- 
chases as far as possible, not only 
because of the declining profits and 
uncertain prospects, but also because 
everybody wants to benefit by the 
coming decline of retail prices, which is 
only a question of time. The only 
hopeful sign is that, as both merchants 
and consumers have allowed their sup- 
plies to run down to a minimum, they 
are likely to make big purchases as 
soon as there is reason to suppose 
that the bottom has been reached. 
Meanwhile trade is dull and money 
continues abnormally cheap. In most 
countries the rates of interest declined 
further during the last month, without 
being able to stimulate the demand for 
loans. The present situation is calcu- 
lated to discredit the theory, popular 
in certain quarters, according to which 
the only obstacle to universal prosperity 
is the lack of an adequate supply of 
money. During the last twelve months, 
money has become both cheap and 
plentiful, which, however, did not pre- 
vent the decline of production and the 
doubling of the number of unemployed. 
As if the economic troubles of 


Fes from having improved, condi- 


Europe were not sufficient to keep the 
minds of the public fully occupied, 
during the last month the political 
horizon has also become gloomier than 
it has ever been since the evacuation 
of the Ruhr in 1924. The result of 
the German elections seems to have 
been the signal for all evil passions in 
Europe to break loose. The fact that 
the party whose program includes the 
repudiation of the Young Plan has 
succeeded in increasing its strength in 
the Reichstag has provoked immediate 
violent reaction in Czechoslovakia, 
where there were violent anti-German 
demonstrations. It seems probable that 
the effect of the change in Germany 
will be a defeat of M. Briand’s con- 
ciliatory policy; M. Poincare is men- 
tioned as M. Briand’s likely successor. 
At the same time, Franco-Italian rela- 
tions have also become more strained, 
and the negotiations for a naval agree- 
ment have broken down. The tension 
between Italy and Yugoslavia, brought 
about by the execution of Yugoslavs in 
Trieste, continues unabated. 

Internal political conditions in a 
number of countries also show signs 
of restlessness, and the next few 
months may witness a number of 
changes of regime. In Poland, it is 
believed that the election results will 
go against Marshall Pilsudski, in which 
case he may declare dictatorship. There 
is much talk about the possibility of 
dictatorship in Rumania, though the 
chances for such a change are negli- 
gible. Possibly dictatorship may have 
to be abandoned in Yugoslavia, in face 
of the passive resistance of the rural 
population. There is a possibility for 
an early restoration of monarchy in 
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THE STRONGEST BANK _IN MEXICO 


OVER SIX HUNDRED CORRESPONDENTS THROUGHOUT THE REPUBLIC 
AND FOREIGN CORRESPONDENTS ALL OVER THE WORLD 


Member of the American Bankers Association 


This Bank issues Foreign Drafts, Travelers Cheques, Travelers Letters of Credit, 
Commercial Letters of Credit for financing Imports and Exports, 
Transfers to the United States and Europe, Foreign Collections handled and reimbursed 
promptly, Foreign and Mexican Money bought and sold at best market rates. Transacts 
a general business in its capacity of Bank of Deposit and Discount. 
on balances in Mexican Gold and Silver, Dollars and European money. 


ISSUES CERTIFICATES FOR THE PAYMENT OF IMPORT AND EXPORT DUTIES 


The BANCO DE MEXICO issues Travelers Cheques in Mexican Silver, 
free of charge by the head office in Mexico City, 
Correspondent Agents located in the principal cities and towns in the Republic of 
These cheques are received in payment 
vffice ané 


INFORMATION BUREAU FOR TOURISTS IS MAINTAINED -~ 
ITS FOREIGN DEPARTMENT CORDIALLY INVITES YOUR CORRFSPONDENCT 


Fe ee ee ree ce ee eee ee TTT Ts 


BANCO DE MEXICO 


MEXICO CITY 
$100,000,000 Mexican Gold Over $200,000,000 Mexican Gold 
The Only Bank of Issue in the Republic of Mexico 


BRANCHES: 


P. O. Box 98 Bis 
Resources 


Nuevo Laredo, Tamps. 
Oaxaca, Oax. 

Parral, Chih. 

Piedras Negras, Coah. 
Puebla, Pue. 

Saltillo, Coah. 

San Luis Potosi, S.L.P. 


Tampico, Tamps. 
Tapachula, Chis. 
Toluca, Méx. 
Torreén, Coah, 
Veracruz, Ver. 


Villahermosa, Tab. 


Mail and Cable 


Interest credited 


payable ‘ 
their 26 Branches anf -yme-ous 


services by all Mexican Federal 
4, also by Railways, Cable 
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In Spain, on the other hand, 


Greece. 
Republicans organize themselves 
overthrow the monarchy. 


to 


THE LEAGUE ASSEMBLY 


In the circumstances, the annual 
assembly of the League of Nations 
could not be expected to produce much 
positive result. M. Briand’s proposal 
of a United States of Europe has been 
deferred to a special committee. With 
the revival of nationalism both in 
Germany and in France, there is little 
chance that an agreement will be 
reached. The German government 
will never agree to confirm the Ver- 
sailles Treaty once more, while the 
French government will insist that the 
new union should be based on the 
existing treaties. The scheme for 
financial assistance of a state victim 
of unprovoked aggression was not re- 
ceived with enthusiasm, and it is doubt- 
ful whether the agreement will be 
ratified by all parties. The efforts of 
European agricultural countries to ob- 
tain preferential treatment for their 
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products were defeated by the oppost- 
tion of British dominions. 

The only interesting event of the 
conference, from a financial point of 
view, was the publication of the report 
of the gold committee. It pointed out 
that, within the next ten years, the 
annual output of gold is likely to de- 
cline from about $400,000,000 to about 
$315,000,000, and that, in the circum: 
stances, the rational distribution of 
existing stocks is of great importance. 
A committee has been appointed for 
the further investigation of the prob 
lem. 


THE INTERNATIONAL BANK 


The Bank for International Settle’ 
ments is said to have been approached 
with the request to undertake the sup’ 
port of the Young Loan, which under’ 
went a heavy depreciation in every 
market after the German elections. This 
would be to the interest of Germany, 
whose external credit suffers as @ 
result of the wide fluctuation of the 
Young Loan, and of France, whose 
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1 government is anxious to issue a second 
instalment of the loan as soon as 


1e possible. There is little likelihood, how- 
of ever, for the board of directors to 
rt undertake such a task. As the statutes 
at prescribe liquidity it would be contrary 
| to the statutes to immobilize a con- 
e siderable part of the bank’s assets by 
at investing it in long-term bonds. 

nv It is understood that the interna- 
of tional banking group which is con- 
e. cerned in the establishment of an 
of | international mortgage bank in Amster- 
by dam wanted to establish that institution 


| originally at Basle. As, however, Swiss 
legislation is rather strict as to the 
nationality of directors, it has been 
decided to choose Amsterdam in prefer- 


e ence to Basle. In connection with this, 
od M. Quesnay, director-general of the 
p’ Bank for International Settlements, re- 
f marked in a recent address delivered 
ry at the annual meeting of the Swiss 
\is Bankers’ Association that, but for the 


y; strict Swiss legislation, the presence of 
the International Bank at Basle would 
give rise to the creation of a number 
of international financial companies, 










Backed by an experience of nearly eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 


With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to the 
foreign exporter, merchant, and investor. 

Careful and close attention given to the collection business of foreign banks. 


Che Bank of the Philippine Islands 


ESTABLISHED 1851 
AUTHORIZED CAPITAL, P10,000,000.00 
| CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 
(ONE U. S. $=TWO PESOS) 


HEAD OFFICE: 
10 Plaza Cervantes, Manila 


Branches in CEBU, ILOILO and ZAMBOANGA 
FULGENCIO BORROMEO 


° President 
. Vice-President and Secretary 
aera a Department 
° Cashier 

° Auditor 

Manager, Nloilo Branch 
. Manager, Cebu Branch 
Manager, Zamboanga Branch 





and the Swiss market would benefit by 
it to a great extent. 


SOVIET DUMPING 


The increasing tendency of Soviet 
dumping is followed with growing 
concern in every part of Europe. Al- 
though predominently industrial coun- 
tries such as Great Britain are not 
affected by the dumping of wheat to 
any great extent—in fact cheap food 
is rather welcomed—taking a long view 
it seems to be dangerous to every 
country. At present the dumping is 
confined to grain, timber and oil, but 
there is reason to believe that prepara- 
tions are being made also for the dump- 
ing of manufactures. Cotton growing 
in Turkestan is believed to be making 
rapid progress, and the construction of 
a railway line enabled the transport of 
cotton to the manufacturing districts. 
It is believed that within a few years 
the Soviet Union will flood the world 
market with cheap cotton goods. 

Meanwhile, the grain taken for ex- 
port is withdrawn from domestic 
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BANK OF ATHENS 


Established 1893 


Capital and Surplus . . Dr. 325.000.000 
Resources more than. . Dr. 3.270.000.000 


Head Office: ATHENS, GREECE 
London Office: 22 Fenchurch Street, E. C.3 


The Bank of Athens has a network of 105 branches covering 
every strategic point in Greece. In addition. the Bank has over 
100 correspondents throughout Greece. 


The Bank has branches in Egypt at Alexandria, Cairo and Port 
Said; and in Cyprus at Limassol and Nicosia. 

The Bank transacts every description of Banking business in 
Greece, Egypt and Cyprus. 


Special facilities are granted to American Banks for drawings in Drachmae and 
United States Dollars on the Head Office, Branches and Correspondents in Greece. 


The Bank is adequately equipped to serve importers, exporters and mercantile in- 
terests as well as banks throughout the United States. 


New York Representative: 
The Bank of Athens Trust Company, 205 West 33rd Street 


requirements. Food prices in the with the scheme of import boards 


domestic market have risen considerably, 
and a collapse of the currency is 
believed to be imminent. Already the 
silver coins change hands at a premium 
of 100 per cent., notwithstanding the 
Draconic measures against the traffic 
in those coins. The authorities hope 
that, if they are able to enforce a 
reduction of home consumption for a 
few years, they will be able to produce 
an adequate export surplus through 
dumping abroad only the supplies in 
excess of normal domestic requirements. 


GREAT BRITAIN 


At the time of writing, the Imperial 
Conference has assembled to what is 
regarded as one of its most important 
annual meetings. It is generally be- 
lieved that, even though there can be 
no question of adopting the scheme of 
Empire free trade under a _ Labor 
government, something will be done in 
the way of extended Empire preference. 
Possibly some concessions will be made 
in favor of Dominions in conjunction 
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which part of the Labor government 
favors. Doubtless, there is a stronger 
feeling of economic solidarity between 
members of the Empire than has ever 
been before, mainly on account of 
the industrial depression in the mother: 
land and the agricultural depression in 
the Dominions. 

It is considered improbable that this 
year should witness a general election 
in Great Britain. Owing to the split 
of Conservative constituents between 
the official party, the adherents of Lord 
Beaverbrook and the United Empire 
party of Lord Rothermere (the last two 
seem to operate now independently 
from each other) it would be risky for 
the Conservative party to provoke a 
dissolution of Parliament. Possibly no 
change will take place until after the 
budget. 


BUDGETARY PROBLEMS 
The first half of the current fiscal 


year closed on September 30 with a 
deficit of over £50,000,000. Although 
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the result of the whole fiscal year de- 
pends upon receipts during the last 
quarter there is little doubt that the 
final deficit will be considerable. While 
the income tax paid this year was 
assessed on the earnings of the boom 
year of 1928-29, the instalment due on 
January 1 will be based on the already 
greatly diminished earnings of 1929-30. 
Thus, in spite of the additional 6d. to 
the £1, the proceeds of income tax 
during the last quarter are expected 
to be inferior to the corresponding re- 
ceipts for last year. 

There is some talk about the possi- 
bility of raising income tax from 4s. 6d. 
to 5s.-to cover deficit. This is con- 
sidered, however, improbable. In spite 
of extremist pressure, Mr. Snowden 
will hesitate to take such a measure 
when trade is in any case very de- 
pressed. It is doubted whether the 
increased rate would result in any in- 
crease of the receipts, for it would 
certainly accentuate trade depression 
and tax evasion. Even if there were 
some increase it would be more than 
counteracted by the increased require- 
ments of unemployment relief. The 
only alternative source from which 
additional revenue may be expected is 
the planned fiscal duty of 10 per cent. 
on all manufacture imports. The 
Cabinet is said to be divided about it; 
while several Ministers are in favor of 
it Mr. Snowden and Mr. Graham are 
understood to be opposed to it on 
account of their free trade principles. 


STERLING STEADY 


It was generally expected that the 
autumn season would witness an ad- 
verse movement in sterling exchange, 
owing to the seasonal influences coupled 
with abnormally low bill rates in 
London. Up to the beginning of 
October, however, sterling was well 
maintained around the figure of $4.86, 
in safe distance from gold export point. 
Although the French franc touched 
gold export point on several occasions 
the efflux of gold to France was moder- 
ate during September. There was some 


Typical New Orleans Industries 


New Orleans 
XXXVIII 


The Chemical Industry 


cAn abundance of raw materials, in- 
cluding salt, petroleum, sulphur, 
alcohol, natural gas and limestone, 
plus efficient transportation facilities, 
make New Orleans an ideal location 
for chemical and allied industries, of 
which there are 102 plants similar to 
those pictured above, representing 
an investment of $121,252,000, giving 
employment to 7,000 people. 


Hibernia Bank & Trust Co. 
New Orleans, U.S.A. 


efflux also to Switzerland, but on the 
whole the gold position may be re- 
garded as satisfactory beyond expecta- 
tions. There was also some influx, 
mainly from Brazil, while the shipment 
of another £6,000,00 is anticipated 
from Australia. 

The position of the Bank of England 
is incomparably stronger than it was a 
year ago. Its gold reserve amounted to 
£156,000,000 on September 24, and the 
note reserve in the banking department 
was over £60,000,000. Thus, even the 
net loss of, say £10,000,000 of gold 
would not be embarrassing. As dis- 
count rates are very low everywhere a 
comparatively moderate stiffening of the 
discount rates in London, as a result of 
a gold efflux, would be sufficient to at- 
tract foreign funds and stop the gold 
efflux. It is generally believed that 
there will be no need even for raising 
the bank rate during the import season 
this year. Considering that the market 
rate of discount is full 1 per cent. be- 





Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


BankinG Business oF Every 
DescripTIon TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 
The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


low the official rediscount rate there is 
ample scope for a rise without neces- 
sitating any action on the part of the 
Bank of England. 


FRANCE 


M. Moreau, who was appointed gov- 
ernor of the Bank of France during the 
Premiership of M. Caillaux in 1926, 
resigned his post and relinquished his 
duties on September 30. He has joined 
the board of directors of the Banque 
de Paris et des Pays Bas, and will be- 
come the chairman of that bank after 
the retirement of M. Cambon. He as- 
sumed his duties during a_ highly 
troublesome period, and under him the 
Bank of France recovered its prestige 
and re-established its position among 
the leading central banks of the world. 
M. Moreau has played an important 
part in the stabilization of the franc, 
in the elaboration of the Young Plan, 
and the establishment of the Bank for 
International Settlements. 

His successor is M. Clement Moret, 
who has been deputy-governor of the 
bank since the beginning of 1929. He 
was appointed second deputy-governor 
in 1926, and was advanced to first 
deputy-governor on the retirement of 
M. Rist from that post. His appoint- 
ment as governor indicates that there 
will be no change in the policy of the 
Bank of France. At the same time, 
M. Farnier, a leading official of the 
French treasury, who has up to now 
played a prominent part from behind 
the scenes in the direction of the policy 
of the Bank of France, was appointed 
second deputy-governor, in the place of 
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M. Fournier, who was advanced from 
second to first deputy-governor. 


GOLD FRANC OR PAPER FRANC? 


The British government addressed a 
note to the French government regard- 
ing the French loans issued by the Bank 
of England in London during the war, 
amounting to about $300,000,000. The 
service of these loans has been dis- 
charged in depreciated francs, which 
means that their holders have lost four- 
fifths of their capital. As the French gov 
ernment has been buying these bonds 
in the market, and is stated to have the 
intention of repaying the outstanding 
amount at an early date, the British 
government considered it necessary to 
take up the case of bondholders, and 
to claim repayment in pre-war francs. 

The French attitude is that, as no 
mention is made of gold francs in the 
text of the bonds, the loan is payable 
in francs, whatever the value of that 
currency may be. Moreover, they con- 
tend that, as the French holders are 
being repaid in new francs the govern: 
ment could not possibly grant better 
terms to foreign holders than to its own 
nationals. Against this it is argued 
that the loan was issued in London 
with the expressed authorization of the 
French government and is, therefore, an 
external loan, and that, although the 
present currency is called “franc” it is 
not identical with the franc which was 
legal tender in France at the time of 
the issue. The British government 
wants to submit the case to an inter’ 
national court of arbitration. 
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AGRICULTURAL DEPRESSION 


The industrial situation is still fairly 
satisfactory, in spite of the world-wide 
depression and the decline of prices. 
Unemployment is still negligible, and so 
far there have not been any important 
failures. On the other hand, the agri- 
cultural situation leaves much to be de- 
sired. In addition to the low prices the 
crop was also rather bad in most dis- 
tricts. As a result, France will have to 
import a considerable quantity of wheat 
this year. The purchasing power of 
the rural population has declined con- 
siderably as compared with last year, 
and this is bound to affect general 
trade conditions. 

The money market continues easy, 
and the plethora of liquid funds shows 
no sign of decline. The influx of gold 
continues; in addition to shipments 
made from London, considerable 
amounts have been received recently 
from Germany. There is no sign so 
far of any resumption of the issue of 
foreign loans. 


GERMANY 


The result of the elections has fur- 
ther accentuated the general economic 
depression. The alarming increase of 
the strength of the National Socialist 
party has created a feeling of political 
uncertainty and instability. Although 
that party professes to be anti-commun- 
ist, its program is in many respects on 
the border line of communism. Among 
others, it wants to nationalize the banks 


and the big stores. In addition, it 
claims that it intends to repudiate the 
Young Plan, which would, of course, 
lead to international complications. The 
immediate consequence of the election 
was a slump in German securities 
quoted abroad, in anticipation of a 
revolutionary change of government. 

After the first surprise, it has been 
realized both in Germany and abroad 
that the situation, bad as it is, is not 
nearly as dangerous as appeared at first 
sight. It is now considered probable 
that the middle parties will be able to 
form a coalition with the inclusion of 
the National Socialists. In any case, if 
it is impossible for the government to 
obtain a working majority, then Presi- 
dent Hindenburg may appoint a gov- 
ernment which would govern for the 
time being without parliamentary sup- 
port. 


WITHDRAWAL OF CAPITAL 


As a result of the political uncer- 
tainty and its anticipated repercussion 
upon trade condjtions, there has been a 
considerable efflux of capital from Ger- 
many during the second half of Sep- 


tember. Foreign credits have been 
called in to some extent, especially 
French credits, the amount of which is 
believed to be considerable. At the 
same time, the emigration of German 
capital, signs of which were noticeable 
several weeks before the elections, con- 
tinued, without, however, assuming the 
characteristics of a panic-like flight from 
the reichsmark. The major part of the 
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BANCO DE PONCE 


PONCE, PORTO RICO 


CAPITAL and SURPLUS, over ... 


$1,400,000.00 


Porto Rico's average yearly business 
with the continental United States 
aggregates over $150,000,000.00. 
This total represents more than 90% 
of all the Island's foreign business. 


We invite the correspondence of 
Banks, Bankers and Exporters to 
place our facilities at their disposal 
for the efficient handling of their 


transactions with this Island. 


German funds that has been thus ex- 
ported has found its way either to 
Switzerland or to Holland. There has 
been, moreover, a keen demand for 
foreign bank notes, especially dollar 
notes, which shows that the events of 
1922-23 are still alive in the memory 
of the German public. 

In consequence of the abnormal de- 
mand for foreign currencies, which was 
increased by reparations transfers falling 
due in September, there was an ad- 
verse trend in the reichsmark exchange. 
Before it had reached, however, its gold 
export point, the Reichsbank took the 
initiative and sent considerable amounts 
of gold from its Cologne branch to the 
Bank of France. At the same time, it 
supported the reichsmark by means of 
selling a considerable part of its foreign 
exchange reserve. As there was a cor- 
responding contraction in the note cir- 
culation the reserve ratio did not de- 
cline. The gold export created a re- 
assuring impression as it indicated that 
the Reichsbank is determined to main- 
tain the stability of the exchange. 
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FISCAL REFORM 


Although it is still highly uncertain 
whether the Bruning government will 
be able to obtain the support of a work- 
ing majority in parliament it settled 
down to the elaboration of a financial 
reform calculated to solve the budgetary 
problem. The principle of rigid re 
trenchment has been adopted in every 
direction. The salaries of civil servants 
are proposed to be reduced, and the 
whole system of administration will be 
simplified to a great extent. Of course, 
the ideal solution of the budgetary 
problem would be the abolition of the 
remainders of the autonomy of various 
German states. The saving thus ob 
tained would be more than sufficient to 
meet all requirements. Owing to the 
rivalry between Prussia and the South- 
ern German states, however, it is im 
possible to adopt this solution to its 
full extent, though the proposed finan- 
cial reform goes a long way toward it. 

The announcement of the financial 
reform scheme has created a very favor 
able impression abroad, and resulted in 
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a partial recovery of German bonds, 
which suffered a heavy slump in con- 
sequence of the election result. It 
would be premature, however, to believe 
that the trouble is over. Even though 
nobody believes that there would be a 
revolution in Germany, conditions are 
likely to remain unsettled for some 
time, and there will be ample scope for 
alarmist rumors. In any case, there is 
still the problem of unemployment to 
be faced, which task has not been made 
any easier by the political deadlock. 


ITALY 


Although conditions are depressed, 
the change to the worse during the last 
twelve months was not quite as pro- 
nounced as in most other countries. 
The reason of this is that Italy does 
not produce much raw material. In 
normal conditions, this is a weak point 
in the economic system of a country, 
but at present it is an advantage, as 
Italy has thus escaped from suffering 
heavy losses on the slump of prices of 
raw materials. At the same time, her 
industries—especially the rayon indus- 
try—are not in a very happy position, 
and conditions among small and 
medium-sized banks are none _ too 
enviable. 

Signor Pisa, partner in the private 
banking firm of Zacharia Pisa, Milan, 
committed suicide. According to a 
statement issued by the firm, this was 
not due to any business losses. It has 
been known for some time, however, 
that the bank—which at one time 
was the leading private bank of Italy 
and was often referred to as the 
“Ttalian Rotschild”’—has reduced its 
activities considerably during the last 
few years, and has been liquidating 
quietly, with the assistance of the 
government. At one time there was 
some talk of the bank being absorbed 
by a leading commercial bank, but the 
scheme had to be abandoned. The 
bank did not draw upon its external 
credits to any noteworthy extent, and 
In any case all its liabilities will be met. 
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HOLLAND 


Although the guilder appreciated 
beyond what was believed to be its gold 
import point in relation to sterling no 
gold imports have taken place from 
London. The explanation is that the 
Netherlands Bank has followed the 
example of the Bank of France, Swiss 
National Bank, and National Bank of 
Belgium, in discriminating against the 
delivery of bar gold of a fineness in- 
ferior to 0.995, which means that the 
expense of gold shipment from London 
to Amsterdam has increased by the 
addition of refining charges and loss of 
interest, and the gold point has thus 
changed accordingly. There is no 
official measure to that effect, but the 
Netherlands Bank intimated to the 
Dutch banks that it would prefer it if 
they were not to import any gold of 
an inferior fineness. As there is ex- 
emplary discipline among Dutch banks 
this unofficial request was quite sufh- 
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cient to prevent the shipment of bars 
of a standard fineness. 

Although the Dutch East Indies 
government has declared its unwilling- 
ness to co-operate with the Straits 
Settlements government for the reintro- 
duction of a rubber restriction scheme, 
the Dutch government is considering a 
scheme for assisting the growers. 
Nothing has transpired so far of the 
negotiations between the planters and 
the government but it is believed that 
the government of the motherland and 
of the colony will come to an agree- 


ment to take the necessary steps for 
remedying the situation. 


SWITZERLAND 


The plethora of short-term funds 
continues, owing to the influx of 
German funds. The discount rate for 
bank bills eligible for rediscount with 
the Swiss National Bank has declined 
below 1% per cent., while the rate 
for bills ineligible for rediscount is 
barely one-eighth of 1 per cent. higher. 
Usually the discrepancy between the 
two kinds of bills is at least one-half 
of 1 per cent., but at present it makes 
very little difference in practice whether 
or not the central bank is willing to 
rediscount the bills in question, because 
the demand for bills is well in excess 
of its supply, and nobodv thinks of 
rediscounting its bill portfolio. 

In spite of low discount rates, the 
exchange remains strongly in favor of 
Switzerland, owing to the inflow of 
German funds. As a result, some gold 
has been imported from London, not- 
withstanding the disapproval of the 
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National Bank. The gold has been 
coined at the federal mint and put 
into circulation. Such transactions are 
subject to sharp criticism in the Swiss 
and the foreign press, not so much on 
account of the amounts involved— 
which are comparatively moderate— 
but owing to the bad example of wast- 
ing gold. The actual profit on the 
transactions is understood to be negli- 
gible, and the banks engaged in them 
are doing so for the sake of their 
customers who would like to possess 
gold coins. 


POLAND 


The dumping of Upper Silesian coal 
continues unabated. Polish exporters, 
with the aid of government subsidies, 
are able to undersell their rivals in the 
Scandinavian markets. It is believed 
that the Polish government's efforts to: 
increase coal exports via the port of 
Gdnia are due to political rather than 
economic motives. German interests 
have been denouncing the Polish Corri 
dor created by the Versailles Treaty as 
unnatural and unjustified from an 
economic point of view. In order to 
prove that Poland needs the Corridor 
for her export trade the turnover of 
that territory is thus being artificially 
increased. 

In spite of uncertain political condi 
tions, business conditions are compara’ 
tively satisfactory. The number of 
commercial failures and protested bills 
shows signs of decline. The Bank of 
Poland raised its rediscount rate, be 
cause of the decline of its foreign 
exchange reserve. 





A banking hall i 
granite 
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Interior of the Stockholm Office of the 


SKANDINAVISKA KREDITAKTIEBOLAGET 


BANKERS to the leading Swedish industrial and financial concerns 


AUSTRIA 


On the occasion of the absorption of 
the Allgemeine Oesterreichische Boden- 
credit-Anstalt by the O6esterreichische 
Creditanstalt last year, the latter had 
to take over the former’s rather exces- 
sive holdings of industrial and com- 
mercial stocks. Up to now, these assets 
—which are at the same time rather 
heavy liabilities—have been financed 
with the assistance of the Austrian 
National Bank, at whose insistence the 
Creditanstalt concluded the deal. Ar- 
rangements have now been made for 
the establishment of a holding company 
in Switzerland, with the participation 
of Austrian, Swiss, German, Dutch and 
British banking interests, to relieve the 
Creditanstalt from these assets. In 
addition to its considerable capital, the 
company will issue debentures in the 
near future. 

_As a result of this transaction, the 
liquidity of the Creditanstalt has been 
tully restored. At the same time, the 
National Bank has been relieved of the 


necessity of supporting it, and the 
Austrian money market as a whole 
benefited by the inflow of foreign 
capital, in addition to the recent in- 
flow represented by the transfer of the 
proceeds of the Austrian external loan. 


HUNGARY 


It is understood that the Hungarian 
external loan for capital expenditure 
which was to be issued in May last 
had to be postponed owing to the un- 
favorable conditions in the international 
capital market. Meanwhile the govern- 
ment has undertaken a housing scheme 
with the aid of credits placed at its 
disposal by a group of Hungarian 
banks. A dollar credit which was to 
expire on January 15, 1931, has been 
renewed on more favorable terms for 
another two years. 

As the scheme for the establishment 
of a mortgage bank which was to have 
the monopoly of mortgage bond issue, 
with the participation of the Guaranty 
Trust Company of New York and 
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ANGLO- 
INTERNATIONAL 
BANK 


LIMITED 
Head Office: 
24-28, LOMBARD STREET 


LONDON, E. C. 3 
He e343 CO la AEE London” 
CAPITAL : 


Authorized - - - £2,000,000 
Paidup- - - - - £1,960,008 


London Clearing Agents: 


Bank of England. Glyn, Mills & Co. 
National Provincial Bank, Ltd. 


Board of Directors: 
General The Hon. Sir H. A. Lawrence, 6.C.8. (Chairman) 
H.E. Peter Bark, 6.C.V.0. (Managing Director) 

E. W. Hi. Barry. Esq. Sir Gordon Nairne, Bart. 
Julian Day, Esq., M.C. Ludwig von Neurath, Esq. 
A. 6. M. Dickson, Esq. Sir Otto Niemeyer,6.8.E.,K.C.B. 
The Lord Faringdon, C.H. Sir William Peat, C.V.0. 
Zoltan Hajdu, Esq. Kunes Sonntag, Esq. 
Or. Paul Hammerschlag Sir Henry Strakosch, 6.8.E. 


Every description of Home and Foreign Banking 

transacted. Special facilities for business with the 

Continent of Europe. Current accounts opened and 

deposits for short periods accepted at rates which may 
be obtained on application. 








Hambros Bank, has definitely been 
abandoned, various banks engaged in 
the mortgage business have initiated 
negotiations abroad for the issue of 
their own mortgage bonds. 


YUGOSLAVIA 


Negotiations for the issue of a stabi- 
lization loan do not seem to make any 
progress. M. Pierre Quesnay, director- 
general of the Bank for International 
Settlements, paid a short visit to Bel- 
grade to discuss with the Yugoslav 
National Bank the question of the 
stabilization of the dinar. It is believed 
that the Bank for International Settle- 
ments would be willing to support the 
scheme with a credit, provided that the 
government is able to raise a loan 
abroad. General conditions are, how- 
ever, unfavorable for an issue, and in 
any case it is difficult to raise an ex- 
ternal loan so long as the country is 
not on a constitutional basis. 


Several municipalities have succeeded 
in raising credits from the leading 
Yugoslav banks for their most urgent 
requirements. They will repay these 
advances from external loans they ex- 
pect to raise after the official stabiliza- 
tion of the dinar. The government 
plans the establishment of a bank for 
financing industry, on lines similar to 
those of the Privileged Agricultural 
Bank. 


RUMANIA 


Dr. H. Parker Willis has arrived in 
Rumania, on the invitation of the 
government, to investigate the economic 
conditions of the country, and to advise 
the government as to the means by 
which conditions of agricultural credit 
could be improved. Although money 
conditions for commercial loans have 
become easier during the last few 
months, in accordance with the world- 
wide tendency, agricultural credit con- 
ditions are still very stringent, and the 
farmers have to pay over 20 per cent. 
per annum for their credits. The 
government is desirous of enabling the 
farmers to obtain cheaper credit by 
means of providing additional ware: 
housing accommodation. 

Rumors have been in circulation as 
to negotiations for another League of 
Nations loan for Rumania. These 
rumors have been officially denied. 
Conditions in the international market 
are at present unfavorable for a large 
loan, though possibly with the assistance 
of the Swedish match trust the govern: 
ment may succeed in raising a smaller 
amount for meeting the most urgent 
needs of agriculture. 


SPAIN 


In spite of the government's repeated 


announcement of its intention of 
stabilizing the exchange at an early 
date, and of the establishment of an 
exchange office which has the exclusive 
right to deal in foreign exchanges, the 
peseta continued to depreciate. The 
main cause is the uncertainty of the 
political situation, against which ex’ 
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BANKING BUSINESS WITH BELGIUM 
BANQUE DE COMMERCE 


Societe Anonyme 
ANTWERP 


Every description of Banking Business transacted. 


Exceptional facilities and conditions for the collection and prompt remittance of docu- 
mentary items on Belgium 


Capital Subscribed . 
Capital Paid Up . 


change restrictions are entirely helpless. 
The new regulations are extremely 
strict, and Spanish banks are forbidden 
even to mention exchange rates when 
talking over the phone with foreign 
banks. There is very little speculative 
activity in pesetas, owing to the fear 
of official intervention by means of gold 
export. 

It is hoped that, once the country 
returns to a constitutional basis, the 
political situation will become less 
obscure, and adverse rumors as to the 
possibility of internal disturbances may 
not be so easily spread abroad. 


BULGARIA 


The Bulgarian government has ap- 
plied to the League of Nations for 
assistance in the investigation of the 
means by which the shortage of agri- 
cultural credit could be relieved. On 
two occasions, the League of Nations 
assisted Bulgaria in raising an inter- 
national loan, for the settlement of the 
refugees and for the stabilization of 
the leva. Owing to the international 
economic situation, conditions in Bul- 
garia have become worse than they 
have been at any time since the war, 
and in no country is the absence of 
foreign credits felt to such extent as 
‘n Bulgaria. 

A party of geological experts, repre- 
senting the American Smelting and 
Refining Co., have arrived in Bulgaria 
‘0 carry on extensive work of explora- 
tion of the country’s mineral resources. 


Frs. 60.000.000 
Frs. 40.000.000 
Frs. 20.000.000 


Branches: 


BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


GREECE 


Preparations are being made for the 
first Balkans Conference, which is to 
open at Athens shortly. The initiative 
was due to M. Panapastassiou, late 
Prime Minister, who arranged the con- 
ference on the occasion of the Parlia- 
mentary Conference in London. The 
conference will be of an_ informal 
character, and political questions will 
be barred from discussion. 

Among others, a scheme of a Balkans 
Monetary Union will be proposed. 
According to the proposal, it would be 
premature to adopt a new unit until a 
universal unit is adopted by the lead- 
ing countries. Meanwhile, the govern- 
ments could adjust their present units 
so as to bring them in accordance with 
each other. 


TURKEY 


While a few months ago there was 

a strong depreciating tendency of the 
Turkish pound at present there is a 
tendency of appreciation, thanks to 
seasonal influences. The government is 
anxious, however, to avoid an apprecia- 
tion which in any case could not be 
maintained once the export season is 
over. For this reason; a law has been 
passed authorizing the issue of addi- 
tional notes for the purpose of buying 
the foreign’ exchanges offered in the 
market. This additional issue does not 
constitute an inflationary measure, as it 
will be fully covered by the foreign 
currencies acquired, and will disappear 
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from circulation when the demand for 
foreign currencies will once more exceed 
its supply. 

A new political party has 
established by Fehti Bey, the 


been 
late 


Turkish Ambassador in Paris. 


Its pro- 
gram includes the 


establishment of 


friendlier relations with foreign finan- 
cial interests, so as to encourage the 
inflow of badly needed foreign capital. 


International Banking Notes 


HE Sumitomo Bank, Limited, Osaka, 

Japan, reports deposits as of June 30, 

1930, of Yen 670,861,013. Net profit 

for the half. year to June 30 was 
Yen 2,841,198 and balance carried forward 
after dividends and charges to reserve was 
Yen 1,802,146 compared with Yen 1,690,- 
948 carried forward in the previous six 
months. 


STATEMENT of condition of the Latvijas 
Banka, Riga, Latvia, as of September 17, 
1930, showed capital of Lats 18,734,925, 
reserve of Lats 4,351,986 and total resources 
of Lats 252,348,427. 


Tue Berlin representative office of the Cen- 
tral Hanover Bank and Trust Company of 
New York has been moved from 54-55 Unter 
den Linden to its new quarters at Pariser 
Platz 6a. 


Profit for the half year ended June 30 of 
the Mitsui Bank, Ltd., Tokyo, Japan, was 
Yen 6,375,054, according to the report is- 
sued by the bank. Of this amount Yen 500,- 
000 has been transferred to reserve fund, 
Yen 520,200 to pension fund, Yen 330,600 
to bonus, Yen 3,000,000 to dividend to 
shareholders, and the remainder, Yen 2,024,- 
254, carried forward to the next account. 

The bank has capital of Yen 60,000,000, 
reserve fund of Yen 65,200,000, deposits of 
Yen 648,873,155 and resources of Yen 869,- 
946,119. 


Directors of Westminster Bank, Limited, 
London, announce the appointment of 
Charles Lidbury as chief general manager 
of the bank to succeed John Rae. Walter 
Bentley, an assistant general manager, has 
been appointed a joint general manager. 


Net profit of the Industrial Bank of Japan, 
Ltd., Tokyo, for the half year ended June 
30, 1930, was Yen 3,240,434, according to 
report of the directors. This sum includes 
Yen 1,154,597 brought forward from the 
last account. The profit has been allocated 
as follows: 


To reserve against losses 

To dividend equalization reserve 

To dividend at the rate of 6 
per cent. per annum 

To bonus for officers 

To carry forward to next account 


Yen 400,000 
100,000 


1,500,000 
80,000 
1,160,434 


Capital of the bank is Yen 50,000,000 and 
total resources Yen 503,133,267. 


THE Queensland National Bank, Limited, 
Brisbane, in its statement as of June 30, 
1930, reports net profit for the year ended 
on that date of £194,956. To this has been 
added £6,059 brought forward from the pre- 
vious account, making the total of £201,015 
for distribution as follows: 


To interim dividends (at the rate 
of 10 per cent.) 

To reserve fund 

To final dividend (at the rate of 8 
per cent.) 

To carry forward 


The institution has paid up capital of 
£1,750,000, reserve fund of £840,000, de- 
posits of £8,657,227 and resources of £14, 
740,631. 


Tue Bank of the Republic, Bogota, Colombia, 
has published in booklet form the seventh 
annual report presented by the manager to 
the board of directors. This covers the 
period from July 1, 1929, to June 30, 1930. 


CABLED assurances that the situation in 
Uruguay is “absolutely quiet” and that the 
commercial activities of that country are be 
ing carried on “in the normal way quite 
independent of events in several South Ameri 
can countries,” were received recently by 
the Guaranty Trust Company of New York 
from its principal Uruguayan correspondent, 
Banco de la Republica Oriental de Uruguay. 
The message, the Uruguay bank said, was 
prompted by news received there that the 
depressed prices of South American secufi 
ties quoted on the New York Stock Ex: 
change had extended by repercussion to 
Uruguayan securities. 





A Strong Vault in a Beautiful 
Banking Home 


HE new Fifth Avenue branch of the New York Trust Company, which 
opened, on October 20, has an architectural distinction which makes it a 
fitting addition to the many notable buildings in this area. It is of 
classic Greek design with modern adaptations and is constructed of white 
Georgia marble. The expanse of sheer white marble is broken by two large 
Corinthian columns on Fifth avenue and four others on Fifty-seventh street. 
Above these and between the second and third floors is a decorative frieze 
taking its motive from Greek architecture. Practically every fixture in the 
bank, including the window frames, grilles protecting the doors, railings and 
check desks, is of aluminum. The metal, which harmonizes with the white 
marble, is finished in a variety of textures to avoid the monotony of bright 
shining surfaces. The safe deposit vaults, which were designed, manufactured 
and installed by the Herring-Hall-Marvin Safe Company, are the last word in 
vault construction, not only from the 
point of view of safety but also in the 
convenience and comfort afforded to the 
holders of safe deposit boxes. The con- 
crete walls of the vault are two feet 
in thickness and are strongly reinforced 
with heavy interlocked rails. Inside of 
this concrete shell there is a heavy steel 
lining on all four walls, floor and ceiling. 
The weight of the main door and frame 
is 62 tons, the door alone weighing 

approximately 35 tons. 


Herring-Hall-Marvin Safe Co. 


Factory — Hamilton, Ohio 


New York Chicago San Francisco 
Boston Birmingham St. Louis 
u Los Angeles 
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Above and below are illustrated two different types of night depositories— 
one circular and one rotary. 


Designed, manufactured and installed by the Herring-Hall-Marvin 
Safe Co., New York, Chicago, Boston, San Francisco, 
Birmingham, St, Louis, Los Angeles — 

Factory at Hamilton, Ohio. 





Safe Deposit Vaults, First-Stamford National Bank and Trust Company, 
Stamford, Conn. 


HE Herring-Hall-Marvin vaults in the new building 

of the First-Stamford National Bank and Trust 

Company are the last word in construction, equip- 
ment and protection. Built of steel and concrete, elec- 
trically safeguarded, they are absolutely fire and burglar- 
proof. 


Designed, Manufactured and Installed by 


Herring-Hall-Marvin Safe Go. 


Factory— Hamilton, Ohio 
New York Chicago San Francisco Birmingham Boston St. Louis Los Angeles 


The Herring-Hall-Marvin Safe Co. for nearly a century, has built and will 
always continue to build the same undeviating quality into its product. 





The third day of November, 1817, saw the 
doors of the Bank of Montreal first opened 


for business. 


In the intervening 113 years, the history of the 
Bank has been much the history of Canada, which 
it serves today with more than 650 branches, 
binding the country together, furthering its en- 
terprises. 


So long ago as 1859 the Bank established its own 
agency in New York; and this agency, together 
with the Bank’s offices in Chicago and San Fran- 
cisco, has long been an important factor in busi- 


ness between the United States and Canada. 


BANK OF MONTREAL 


NEW YORK 
CHICAGO 


SAN FRANCISCO . 


Established 1817 


‘ ‘- 64 Wall Street 
27 South LaSalle Street 
333 California Street 


Current Conditions in Canada 


HAT a moderate seasonal im- 

provement in business is now un- 

der way is the opinion of the 
Canadian Bank of Commerce, Toronto, 
as expressed in its Monthly Commercial 
Letter for October. “It is not, how- 
ever,” the Letter says, “general in scope, 
some industries having found it neces- 
sary to curtail their operations even fur- 
ther than the summer, and in areas 
where adverse influences have continued 
to be felt the improvement has been 
correspondingly less than elsewhere; for 
example, the demand is below the aver- 
age over the greater part of the Prairie 
Provinces and in many lumbering dis- 
tricts, while it is above the average in 
most metal-mining regions. 

“With the clearing away of crop un- 
certainties and with an industrial plant 
(including one of her foremost metal- 
lurgical industries) greatly enlarged 


during the last year, Canada now looks 
closely for any signs that the decline in 
world business has been arrested. This 
country depends upon outside markets 
for the sale of 40 per cent. of the 
grains it produces, 80 per cent. of its 
forest products (including paper), over - 
60 per cent. of its metals and about 70 
per cent. of its fish, Accordingly, the 
subject of world economic conditions is 
ever important, but at this time, the 
beginning of a new marketing year for 
Canadian products, it looms up promi- 
nently in business analysis. Canada is 
now in a position to go ahead; 

farm production is well above that of 
1929; and Canadian mines, mills and 
factories, a large part of which are 
among the most efficient in operation, 
have a productive capacity far above 
that of any former year. The future, 
then, depends upon conditions else- 
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where, and these will bear the most 
careful attention during the next few 
months. For the present it may be 
noted that the tone of reports from 
some major countries is slightly brighter, 
but this should not be taken as herald- 
ing a marked upturn in world busi- 
ness; perhaps the best that could be 
expected would be an end to the pro- 
gressive deterioration in world purchas- 
ing power, which set in over a year 
ago. How great has been that deteriora- 
tion may be judged by the fact that the 
purchasing power of a large group of 
Continental European countries took 


the sharpest drop since 1922.” 


1930 HARVESTS 


Concerning the harvests of 1930, the 
October Monthly Letter of the Royal 
Bank of Canada, Montreal, comments 
as follows: 

“Deliveries of wheat by Canadian 
farmers during the months of August 
and September amounted to over 125,- 
000,000 bushels. This represents ap- 
proximately 35 per cent. of the total 
volume of the crop in the Prairie Prov- 
inces, and is nearly 20 per cent. larger 
than the amount delivered to elevators 
by the same date last year. Favorable 
weather conditions and a more general 
use of combines have resulted in much 
earlier deliveries than usual and the 
amounts received at country elevators 
during the first months of the crop year 
have been of record proportions. These 
marketings have placed over $60,000,000 
of new funds in the hands of the farm- 
ers. These cash payments during August 
and September gave an early impetus to 
the usual post-harvest business activity. 

“The quality of the Western wheat 
crop is exceptionally high this year, 
inspection returns showing a larger 
proportion of wheat coming within the 
contract grades than in 1929, although, 
from the standpoint of quality, the crop 
of that year was considered one of the 
finest harvested in Canada. From 
August 1 to September 18, 49,297 cars 
of new wheat were inspected. Ap- 
proximately 60 per cent. of the inspec- 
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tions showed No. 1 Northern or better. 
No. 1 Hard wheat which a few years 
ago was thought to have vanished per- 
manently from the West, accounted for 
4660 cars. Nearly 87 per cent. of the 
total cars inspected came within the 
contract grades, as compared with 81 
per cent. of the 25,096 cars inspected 
during the same period last year. When 
Durum wheat is excluded, returns show 
over 95 per cent. of the inspections 
within contract grades. 

“Milling tests indicate a very high 
protein content. The official report 
states that ‘the general baking quality 
of the crop is fully equal, if not su- 
perior, to that of any crop tested since 
the inception of the laboratory in 1913.” 
In view of the low level of wheat 
prices, this information should be of 
special interest to importers in France, 
Germany and Italy where the crops are 
reported to be suffering severely from 
the effect of excessive moisture. As 
the same duty is exacted on all milling 
wheat, importers in these countries are 
anxious to secure grain of the highest 
possible protein content and this report 
should stimulate the importation of 
Canadian wheat into those countries 
where the import duties on wheat are 
high. 

“During the first six weeks of the 
present crop year, shipments of wheat 
and flour from North America have 
averaged 9,724,000 bushels weekly, as 
compared with 6,300,000 bushels weekly 
for the corresponding period of last 
year. The greater part of these ship- 
ments was of Canadian origin. The 
increase in the volume of the shipments 
from this country reflects a renewed 
interest in Canadian supplies. Prevail- 
ing low prices are attracting buyers 
from the Orient, and. exports from 
Vancouver to the Far East were nearly 
as heavy in August as in the same 
month of the record year of 1928. 

“The total wheat crop is estimated 
at 384,769,000 bushels, a substantial 
increase over the crop of 304,520,000 
bushels harvested in 1929. Other crops 
show similar gains; the yield of oats is 
placed at 438,675,000 bushels against 
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282,838,000 bushels; the yield of barley 
exceeds the total for 1928 and con- 
stitutes a record for that grain. The 
condition of the potato crop on August 
31 indicated a yield of 41,930,000 
hundredweight. This is an increase over 
the amount harvested in 1929 but less 
than an average crop. The hay crop is 
shorter than in 1929. 

“Flax growers in the Prairie Prov- 
inces harvested the largest crop since 
1927. Other prairie crops are reported 
to be in a satisfactory condition but 
rain is needed in some districts. Pas- 
tures are dry, but the yield of oats and 
barley ensure a satisfactory supply of 
feed grains for the coming year. 

“Damage from drought has _ been 
severe in British Columbia. The yields 
of the principal grain crops are less 
than last year and less than the five- 
year average in wheat and rye. The 
commercial apple crop is estimated at 
1,360,000 barrels, an increase of 25 per 
cent. over 1929. The yield of potatoes 


probably will be better than average. 
Pasturage is badly in need of heavy 
rains. 


“The 
harvesting larger grain crops than in 


Maritime Provinces are also 


1929. Weather conditions were un- 
certain during the season, but crops, on 
the whole, are well over the average of 
recent years. The oat and barley crops 
in Prince Edward Island show slight 
decreases but these are more than made 
up by substantial increases in Nova 
Scotia and New Brunswick. The yield 
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of wheat is higher in all three prov- 
inces than in 1929. The Annapolis 
Valley apple crop is estimated at 930,- 
000 barrels. Potato digging has com- 
menced; the crop: promises to be some- 
what below average, particularly in 
New Brunswick, owing to damage from 
blight and rot. 

“Harvests in Quebec are showing 
much larger yields than last year. The 
crop of oats is estimated to be nearly 
four million bushels greater than in 
1929, and other grains are showing 
proportionate gains. In many cases, the 
estimated return will be well over the 
average for previous years. Potatoes 
have been seriously affected by rust 
and rot. 

“The returns from Ontario grain 
crops are the poorest for any province 
in Canada. Winter killing of fall sown 
wheat caused the abandonment of large 
areas and the acreage harvested was 
the smallest for several years. Damage 
from drought was severe during the 
summer, except in the eastern and 
northern sections of the province. The 
estimated out-turn of all grains, with 
the exception of barley, shows serious 
reductions. Pastures are very dry in 
most of the dairy sections and farmers 
are finding it necessary to use green 
feed and grain. The yield of potatoes 
and other roots has been greatly re- 
duced and arrangements for bringing in 
potatoes from the Maritime Provinces 
are already under way. The apple crop 
of winter varieties will be light al- 
though the sizing and color are good.” 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


NOVEMBER, 1930 


HIS OMAHA SAVINGS BANK INVESTS 
$3000 A YEAR IN WINDOW 
DISPLAYS 


By CHarRLEs P. RODMAN 


OR seven years the 
Fr National Bank, 

Omaha, Neb., has been 
using window displays to 
sll saving ideas, and with 
the best of results, although 
E. M. Solomon, manager 
of the savings department, 
admits that the showing has 
been much better the last 
year. 

“This increase in effective- 
ness was brought about by 
expensive alterations which 
gave a much larger window. 
The appeal of ‘these win- 
dows as a rule is much more 
to the women and children 
than to the men, yet at 
times there is stressed the 
idea of the parents aiding 
the child to start an account, 
which reaches the father 
very strongly.” 

For instance, during Na- 
tional Baby Week this year 


Mr. Solomon had the win- 
dow dressed to represent a 
home scene. The center of 
attraction was a huge wax 
doll, fully dressed as be- 
fitted a baby of that age. 
The infant lay in its crib 
and occasionally would toss 
one foot in the air, again 
the hand would be raised, 
then the thead, and finally 
both feet and both hands 
would be tossed in the air 
while the baby gave a twist 
of the head that captivated 
all. And the sidewalk was 
crowded from the building 
to the outermost part of the 
walk at all hours of the 
day. There was danger at 
times that the display would 
have to be covered to pre- 
vent a blockade of traffic. 
Did it pay? Most as- 
suredly, for several new ac- 
counts were established the 


week the window carried 
this beautiful picture. It 
reached the hearts of the 
parents, especially those who 
were caring for the first 
baby. The message carried 
in connection with that dis- 
play was very short and 
written small. “Start an 
account now and watch it 
grow with the baby.” Mr. 
Solomon has found that an 
appeal like this is much 
more effective than one 
along strictly business lines. 

A mechanical piece called 
“The Village Blacksmith,” 
also attracted the public at 
all hours. This was a mov- 
ing scene in an old black- 
smith shop such as_ was 
immortalized by Longfellow 
when he talked of the man 
with the “strong and sinewy 
arms.” The old horse, the 
smith and his helpers were 
all movable and presented 
a very life-like picture. 
“The village blacksmith has 
passed, but savings properly 
invested are not so tran- 


A window display of the savings department, First National Bank of Omaha, Neb. 
This bank spends $3000 a year in keeping up displays in the window. Changes in 


the displays are made weekly. 





“You've worked hard lor this money. 
Let's save it. Let's make very, vary 
sure nothing happens to it. Aren't 
there mor igage bonds we can buy... 
or Government secures or some- 
thing? I'd rather skimpabitonincome 
and be sure we bed the principal!” 


T'S THE old, old story. Conservation... 

and eagerness. The desire for safety, even 
ste price... and the natural wish for appre- 
ciation, even with risk. 


Uniform Trusts bring the two together. .. 
‘on a middle ground thet has stood the equive- 
lent of many years of test. Here is safety . . . 
founded on diversiicaton of the beasdes! sort, 
plus seasoned counsel, plus wisely restrieted 
edmimstretion. 

Through Uniform Trusts, your funds... ia 
sums as low as $5,000... are merged with the 
tunds of other investors in an investment 
Principal thet totals well into the millions. 
Men who ave handled buge persoaai for- 


City Bank 


22 WILLIAM STREET .-, , Temper: 
MADISON AVENUE, of 420d Siret ... 


tunes for years invest this greater fund with 
the one thing that cen foster both safety and 
from ih... long and familar knowledge of the 
in estment situation. 


They can diversity as only the huge fortune 
can diversify. They can Buy onthe sound 
basis of the country's fundamental growth ... 
rather than om the basis of daily quotations. 
Their judgment is besed 08 sound informe- 
ton and seasoned iaterpretanoa. 


America’s large fortunes. You invest it 
through « revocable living trust paysble to 
yoursell. Your trust sgreement may be used 


“You're right, of course! But you have worked 
toot I want our nest egg to grow... os fast 
as it-can... to give you things you haven't 

iy had so far. We can save more... and there 
ere yome sound common stocks without too 
touch risk im them! i'l only had enough to 
really diversity ....” 


. . and a Proved Investment Service 
that brings them Both together . . 


as collaters! st any time. You receive your 
Dro rata quarterly payment from the income 
of the whole, with undistnbuted surplus added 
to the principal and re-invested. 


And, should you wish, you can withdraw 
your share on the Grst Wednesday of any 
moath, or any subsequent mingling dete. 


(Call at any branch of the City Bank Parmers 
Trust Company orThe Nations! City Bank of 
New York for complete details. 


‘The money you invest represents « share 
in on sctive fund equivaleat to one of 


A booklet,“ The Usilorm Trists,” will be sent 
to any one on epplication to the City Bank 
Parmers Trust Co., Dept. T , 43 Exchange 
Place, New York City. 


Farmers Trust Company 


ary Headquarters, 43 EXCHANGE PLACE . . 
PARK AVENUE, ot S714 Soret. . 


« FIFTH AVENUE, ao: ¢fe Street 
« 181 MONTAGUE STREET, BROOKLYN 


AFFILIATED WITH THE NATIONAL CITY BANK OF NEW YORK 


How conservatism and appreciation of income can be 
combined is explained in this well presented advertise- 


ment of a New York trust company. 


The illustrations 


and headlines are particularly attention-getting, and the 
text is well and simply written. 


sient,” was a part of the 
message. 

One of the very late dis- 
plays was that of Jack and 
Jill. It certainly took with 
the children of the city and 
created no amount of favor- 
able talk. Likewise it was 
one that proved unusually 
valuable in establishing new 
savings accounts. The illus- 
tration will show more 
plainly than words the out- 
lay here. The center of 
attraction was the house of 


Jack and Jill at the foot 
of the hill. The card in 
the center of the window 
contained this message: 


Jack and Jill went up the hill 

To get a pail of water, 

Jack fell down and broke his 
crown 

Just as he had to ‘aughter. 


For if each cent poor Jack had 
spent 

Was in the house reposing, 

His hired man would lug the 
can 

While Jack and Jill were dozing. 
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Not so elegant, possibly, 
from an author's standpoint, 
but it was a 
getting the attention of th 
children. That made tak 
at home which was vey 
beneficial to the savings & 
partment, as new accounts 
received showed only tw 
plainly. When you get r 
sults continuously from win: 
dow displays why not uw 
the windows? 

“Never use the dramatic, 
nor a fake,” said Mr. Solo 
mon, “as there is liable to 
be a reaction. I remember 
several years ago we had the 
figure of a perfect man 
posed in the window in one 
of the displays. It was 9 
life-like that many thought 
him alive and in the flesh. 
During the early evening 
some one posted a telegram 
on. the face of the window 
stating: “This man is in a 
trance, he will be awakened 
at ten o'clock tonight.’ A 
crowd gathered that blocked 
the street from curb to curb. 
A friend called me, stating 
there must be a fire at the 
bank. I hastily went to the 
scene and found the trouble. 
Great publicity, I thought, 
and returned home to my 
rest. 

“During the evening the 
telegram form was changed 
and the statement made that 
the man would be awakened 
at ten the next day and 
would be taken to a certain 
store in the city where he 
would again be placed in @ 
trance. When I arrived a 
the bank the next morning 
there was the same large 
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g One of the 
high oficials of the bank 
appeared and ordered the 
fgure taken out of the win- 
dow immediately, stating it 
was not good for the insti- 
tution to have an apparent 
mob surging before the 
doors. Which was all true, 
as every banker knows. 

“Now we are very care- 
ful that the displays used 
will serve the purpose in- 
tended yet not be of a 
nature that will cause too 
lage a crowd before the 
window at any one time. 
We need to play safe when 
operating a savings bank. It 
is well to always tie up the 
display with the savings 
idea, but it must be done 
more by suggestion than a 
direct method, otherwise it 
does not have the big effect. 
In the photo shown you will 
notice at th left is the 
suggestion that sold the idea 
of saving. There are the 
men at the teller’s window 
making a deposit. One is 
the well dressed man while 
the second is represented as 
a laborer, showing that it is 
to the interest of all, no 


matter what the station in 
life, to save.” 


Mr. Solomon also recom- 


mends that all iron grilles 
be removed from sight when 
using the window. Make 
the surroundings just as 
Suggestive of home life and 
happiness as is possible. 
Allow nothing to appear 
that may start any sordid 


Placing in the 
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Fairchild Aerial Surveys Inc, @. ¥. & 


Civie Center of New York 


A new banking home, providing enlarged facilities for 
personal banking service. Our location is just across 
the street trom the Municipal Building, Brooklyn 
Bridge, and 2 minutes from Wall Street. 


FORMAL OPENING TODAY 
9 a. m. to 6 p. m. 


INTERNATIONAL-MADISON 
BANK & TRUST COMPANY 
100 PARK ROW 


Other Offices: 
Fifth Avenue at 21st Street 
Community Office, 2 Avenue A 


Unity Office, 18th Ave. 47th St., Brooklyn 
Another Office under construction: 
Seventh Ave. at 37th St., New York City 
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When its new main office building was opened, this New 
York City bank published this advertisement in the daily 


papers of the city. 


Its art work, which is particularly in- 


teresting and effective, is well balanced by the display and 
signature below. 


thoughts. The idea it is in- 
tended to convey at all times 
is: “Save to enjoy—not to 
hoard.” It has brought re- 
sults for the savings depart- 
ment of the First National 
at Omaha and can be made 
to work consistently and 
satisfactorily for any who 
will try it, taking care to 
make the right kind of dis- 
plays. 

The First National has 
found, since the enlargement 
of the window, and the 
using of larger and more 
suggestive displays, the new 
accounts have increased 
more rapidly than before the 
innovation. “The merchant 
with a good display window 


considers it one of his best 
investments and it really is 
from a selling standpoint,” 
said Mr. Solomon. “After 
all the big jthing with the 
savings bank is to sell the 
idea of ‘saving to enjoy— 
not hoard’ to the greatest 
number of people. Just a 
merchandise idea put in 
operation for a financial in- 
stitution.” 

Here is a bank that has 
been in operation for almost 
sixty years and yet finds it 
pays to advertise through 
display windows. The win- 
dow used now is 18x41x10 
feet and more space would 
be used with telling effect if 
it could be had. 
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HOW BANKS ARE ADVERTISING 


3 a souvenir of the open’ rate pieces of work ever received 
ing of its new head office by this department, was pre- 
building, Lloyds Bank, pared by members of the bank’s 
Limited, London, has staff. 
published a forty-eight page The location of the new 
book entitled ““Twixt Lombard building is, as the title conveys, 
Street and Cornhill.” The book, ‘*Twixt Lombard Street and 
which is one of the most elabo- Cornhill,” and the book fittingly 


ACTING FOR 
OUR DEPOSITORS 


HE mutual savings banks of New York operate solely 

for the benefit and profit of their depositors. The rate 
of interest paid is controlled by the return earned on in« 
vestments of depositors’ money. The character of such 
investments is rigidly regulated by state law. 


Generally speaking, during the first quarter of this 
century, 4% has been paid by mutual savings banks. For 
1929, and the greater part of 1930, practically all of the 
mutual savings banks of the state were able to pay 442%. 
‘The rate of interest which can be paid to depositors 
necessarily reflects the rate obtainable on investments. 


Today, money is cheap; money rates are low. The 
yield on gilt-edge bonds has been decreasing. These and 
other factors tend to reduce the income from careful 
investing. 

Recognizing this change in economic and financial 
conditions and in accordance with the policy of paying 
the highest interest consistent with absolute safety and 
instant. availability, the trustees of the undersigned insti- 
tutions, acting in behalf of their more than one million 
depositors, make the following announcement: 


The interest for the three months beginning Octo- 
ber Ist, 1930, will be at the rate of 4% per annum, 
compounded quarterly. 


BOWERY SAVINGS BANK 
BROADWAY SAVINGS BANK 
CITIZENS SAVINGS BANK 
DRY DOCK SAVINGS. INSTITUTION 
EMIGRANT INDUSTRIAL SAVINGS BANK 
FRANKLIN SAVINGS BANK 
GREENWICH SAVINGS BANK 
ITALIAN SAVINGS BANK 
MAIDEN LANE SAVINGS BANK 
NORTH RIVER SAVINGS BANK 
UNION DIME SAVINGS BANK 


When a group of New York City savings 

banks decided to reduce their interest 

rates from 4% to 4 per cent. they an- 

nounced the fact by the publication of 

this co-operative advertisement in metro- 
politan newspapers. 


describes the history of London 
and especially of this particy 
lar site from pre-Roman days in 
60 B. C. up to the present time 
No attempt has been made t 
include all of the important 
historical facts; rather, the his 
tory has been considered by 
periods, sometimes several hun 
dred years apart, but each of 
which marks an __ importan: 
epoch in the storv of London 

While the text is excellently 
written, it is the physical ap 
pearance of the book that 
attention-getting. The cover of 
the volume, which measures 
about nine by eleven inches, is 
of parchment. An _ allcver 
scroll design in gold covers the 
entire front save for a rectangle 
in the center, where the title 
is printed in black, Old English 
type, with a decorative scroll in 
red and blue. There is the same 
design on the back cover ex 
cept that in the rectangle is a 
large initial ““L” in red with the 
bank’s shield in blue and black 
The cover linings are in the 
form of a frieze showing the 
various periods through which 
the city has passed. 

The text pages are printed 
on rough, deckle-edged, cream 
colored paper, and each page is 
illuminated, after the fashion of 
centuries ago, with colored bor 
ders, initials and headings. An 
individual design has been made 
for each chapter and the pages 
in one chapter are varied by the 
use of different medallions in 
the border. Each border is, of 
course, meant to typify the 
period described in the text o! 
its ‘respective chapter. In addi 
tion, there are a number 0 
full-page illustrations depicting 
something related in the text. 

Introductory pages are in Old 
English, but the text of the book 
has been set in a more legible 
type. ce 

One of the most interesting 
things about this beautiful book 
is the fact that it was entirely 
designed, written and illustrate 
by members of the bank's sta 


One savings bank is attracting 
depositors by offering to give ® 
the churches $1 for each new 
account of $1 or more which 
the churches work up for # 
The churches are co-operating 
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because the plan helps them 
financially and at the same time 
inculcates the thrift habit in 
their congregations. Once the 
new depositor is introduced to 
the bank it is up to the bank 
to make him a valuable cus- 
tomer. This is being attempted, 
first of all, by a letter designed 
to stimulate him to continue 
regular savings and depositing. 


Tue Cleveland Trust Company 
has recently used an exhibit of 
soap sculpture as a window dis- 
play. The exhibit, supplied by 
the Colgate Company, consisted 
of pieces made by school chil- 
dren working on Ivory soap. 


Tue Harvard Trust Company, 
Cambridge, Mass., has published 
a booklet which it calls “Sup- 
plying Every Banking Need,” a 
statement which is proved by 
the contents. 

Opposite a reproduction of 
the bank’s Central Square office 
is the caption: “The heart of 
Central Square, Cambridge, is 
the junction of Massachusetts 
avenue and Prospect street. 
Within fifty steps of that busy 
corner is the Central Square of- 
fice of the Harvard Trust Com- 
pany. Every banking need of 
this important mercantile center 
is supplied at a most convenient 
location, where . . .” 

The text thus leads the reader 
to the next page, where there 
is reproduced a picture of the 
officers’ quarters, with a descrip- 
tion of what services the officers 
of the bank render to the cus- 
tomer. The booklet goes on, 
showing the president's office, 
the main banking room, book- 
keeping department and_ safe 
deposit vaults and continues 
with similar photographs and 
information about the bank's 
other two offices. 

_ It is an unusual and interest- 
ing method of presenting photo- 
graphs of the bank's depart- 
ments, while it describes their 
uses. The fact that in every 
Photograph either employes of 
the bank, or customers, or both, 
are present, gives a more per- 


sonal touch than would other- 
wise be possible. 


MopeRN banking service, and 
its speed and efficiency in par- 
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HARRIS CREECH 


President of The Cleceland Trast Company Pictures the 


BANK OF THE FUTURE 


HIS MONTH The Cleveland Trust 

Company is 35 years old. This month 
also, Cleveland is host to the American 
Bankers Association Convention. 


It seems appropriate therefore, to con- 
clude this series with a forecast of the 
bank of the future, as we look forward 
to another 35 years of active usefulness. 


Branch banking, in which this bank was 
a pioneer, will be on a much broader 
scale than at present. The branches will 
continue that personal relationship be- 
tween bank and customer which only 
such community banks can supply. 
Their managers will know even more 
thoroughly the financial needs and more 
intimately the personal needs of their 
customers. Further extension of branch 
hanking however, will not be justified 
if mere size is the only aim. The object 
must be increased service to the indi- 
vidual and to the territory served. 


ww Bank depositors of the future will have 


Whatever the 
future, we'll 


help you 


meet it 


increasingly learned to use all of their 
bank's services —not merely to deposit 
and withdraw money. The customer will 
use every department necessary to help 
him along each siep of the way toward 
financial well-being. The record of an 
individual's contact with his bank will 
be a complete history of his economic 
accomplishments. 

The business man will find the bank a 
constantly greater storehouse of special- 
ized information on the financial prob- 
lems peculiar to his own business, The 
judgment and advice of men specializing 
in various fields of business endeavor 
will be less subject to error than that 
of the old-time “general” banker. 

And finally, I venture a prediction for 
our own institution: 

If this bank continues to serve as it has 
in the past, within another 35 years the 
deposits entrusted to it should exceed 
81,000,000,000. HARRIS CREECH. 


land Crus 


A Bank in every neighborhood 


Resources over 
100,000,000 


As an appropriate end to a series of advertisements which 
the Cleveland Trust Company has been running on “The 
Next 35 Years,” is this prophecy of the bank's president, 
issued on the occasion of the bank's thirty-fifth anniver- 


sary. 


The preceding advertisements of the series had 


contained prophecies by leading business men of Cleve- 


land. 


Art work, layout and typography are of unusual 


excellence. 


ticular, were dramatized in a 
window display inaugurated 
October 6 by the Postal Tele- 
graph Company. On that date 
all street offices of the company 
from coast to coast displayed 
posters advertising the services 
performed for the public by the 
banks of the nation. The ad- 
vertisement was one of a series 


being run by Postal Telegraph 
in co-operation with various 
industries of the country. 

The display showed a striking 
illustration, in color, of'a banker 
seated at his desk on the hill- 
top of service, from which point 
he serves shipping, railroads, in- 
dustries, agriculture and the 
other forms of human enter- 





en RR A 


762 


THE BANKERS MAGAZINE 


ee ee 


“Speed, the Keynote of 
Practice,” was the 


prise. 
Banking 
headline. 

In the text were listed some 
of the services performed by 
bankers, i. e., opening credit for 
shippers, ordering urgent pay- 
ments, rushing information on 
market conditions, etc. 


ExnHisits of the products of 
local manufacturers are being 
siven window and lobby display 
space by many New England 
banking institutions. Among 
them, the Central Trust Com- 
pany of Cambridge, Mass., is 
outstanding with a consistently 
developed series of such exhibits, 
which has been carried on for 


some years. During 1929 this 
bank, it is estimated, provided 
displays that were viewed by 
more than four million persons. 

The Hartford - Connecticut 
Trust Company is another bank 
which shows a large number of 
such displays. It books space 
for exhibits in its lobby several 
months in advance. 


THE Cleveland Trust Company. 
which observed the twenty-fifth 
anniversary of its founding in 
September, attached a blue and 
silver seal, with the name of the 
bank and the words “35 years 
of service September 1895- 
1930” thereon, to all the corre- 
spondence which went out of 


HAVE YOU ENOUGH 
MONEY SAVED TO MEET 
ANY EMERGENCY ? 


READY CASH is a mighty servant 


It supplies the wherewithal to meet 
all emergencies...or to immediately 
take advantage of an opportunity. 


It builds self-confidence. 


It tides you over unemployment 


periods. 


In the form of a Bank of Italy savings 
account it gives you credit standing 
throughout the State of California. 


There's reai romance in saving money 
with a great statewide savings insti- 
tution...in the excellent company of 
ever one million thrifty savers. 


There's unusual safety and protection, too... 


NATIONAL S4¥ines ASSOCIATION 


A NATIONAL BANK 


Bank of Italy 


through statewide diversified resources 
in 166 progressive communities. 


Convenient 
Installment 
LOANS 


ON REAL ESTATE 


This bank makes 
installment loans, 
repayable on 
monthly or suit- 


able periodic basis 


A large California commercial banking system advertises 


its savings department in this 
especially timely, and text an 


advertisement. Its headline is 
d art work are well balanced. 


the bank during September, The 
seal was also placed on the 
bank's folders containing _ its 
September 25 statement. 


A Lossy exhibit of a somewhat 
different nature than those of 
industries, which are being spon- 
sored by New England banks, 
is a flower show which was held 
in the lobby of the new North- 
western National Bank building, 
in Minneapolis, this fall. Thou 
sands of gorgeous blooms filled 
the lobby during the two ex 
hibit days and the bank was 
open until 9:30 in the evening 
so that as many people as pos 
sible could visit the exhibit. 
Music for the evenings was fur 
nished by the Northwestern 
Bank band. 

The flowers were especially 
effective against the _ stately 
white pillars and ceiling of the 
bank lobby, and the show was 
so successful that it is planned 
to have a similar display next 
year. 


APPEALS to women have been 
successfully used in Boston by 
two banks, the Temple Place 
branch of the First National 
Bank of Boston, which is lo 
cated in the heart of the shop 
ping center, and the Home 
Savings Bank, 80 per cent. of 
the depositors of which are 
women. 

In the First National branch, 
the entire second floor is de 
voted to a club or rest room, 
and women shoppers are urged 
to stop there for rest or to meet 
their friends while shopping. 
The club room is attractively 
fitted out with comfortable 
chairs and lounges, and has a 
library of books, magazines and 
directories. 

The appeal of the Home 
Savings Bank is chiefly in giv 
ing advice to women concern: 
ing the correct budgeting of 
their money and the running of 
their households on a paying 
basis. 

“In most cases,” says Miss 
Mary Curley, who has been 19 
charge of the women’s depart 
ment for the last eight years, 
“it requires only the working 
out of a simple budget scheme 
to solve their problems. 


“What I try to do 





every case to ascertain by cor- 
rect. questioning, what each 
individual circumstance is, and 
then work out a budget system 
so that there will be a certain 
amount put into savings ac- 
counts. .. . I try to encourage 
these people to get the most 
out of their incomes. For in- 
stance if they want an auto- 
mobile and I see that they are 
obviously in no position to 
purchase one, I do not tell 
them that they will not be able 
to handle the payments on such 
a thing. Rather, I show them 
how to save up the necessary 
fund and just how soon they 
can have the money.” 


MetHops of horse-trading are 
likened to present-day business 
in a circular gotten out by the 
Harris Trust and Savings Bank, 
of Chicago. The cover shows 
a drawing of the prospective 
purchaser of a horse looking 
into its mouth, and the words, 
“Yes Siree . . good sound 
teeth, I'll buy him.” 

“Horse trading no _ longer 
absorbs the interest of a large 
part of our population,” says 
the copy, in part. 
till ‘look into the teeth’ of 
business. In fact, methods of 
appraisal are constantly being 
refined and new yard-sticks 
established that the many com- 
plex factors may be weighed in 
their importance to the prob- 
lem at hand. 

“Among the assets of Ameri- 
can business is the freedom 
irom the restraint of tradition. 
Always eager for improved 
methods, American business 
men are constantly seeking to 
do a better job today than 
yesterday. This spirit has been 
a inspiration to American 
bankers who have worked with 
them. We are proud of our 
connection with American busi- 
hess men, and it is our objec- 
twe to serve them to the limit 
ol our capacity. Our officers 
re always glad to take all the 


ime necessary for this pur- 
Dose,” 


THERE is now evident a dis- 


tinct revival of interest in ad- 
Vertising on the part of financial 
institutions and corporations, 
according to Rudolph Guenther- 


“But men-* 
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THE OLDEST BANK AND TRUST COMPANY IN THE WEST 
Sstablished 1852 


The City of San Francisco Bay... 
FINANCIAL CAPITAL 
OF THE WEST 


four 


SAVINGS DEPARTMENT 


TRUST DEPARTMENT 





Wells Fargo Bank & Union Trust Co. 





Market at Montgomery 


Market at Grant Avenue 


SAN FRANCISCO 


An example of the effective advertising of the depart- 

ment store type done by this San Francisco bank. While 

it contains a large amount of copy, it is so broken up by 

illustrations and rules that it is easily read and attractive 
to the eye. 


Russell Law, Inc., financial ad- 
vertising agency. 

“Months of relative inactivity 
in the security and financial 
markets have created a mer- 
chandising vacuum which can 
be filled by concentrated adver- 
tising effort of the right sort,” 
says the agency. “Just as a 
psychological situation has pre- 
served the remnants of a pro- 
longed reaction against public 
buying, a new state of mind 
must bring about a revival. 
Preparations now in _ progress 
for institutional and other finan- 
cial advertising, as reflected by 
the demands on this agency's 
research staff, are probably sig- 
nificant of changing sentiment. 
In certain instances, advertising 
plans are being made by corpo- 
rations for the first time in 
years, while ‘in others there is to 
be seen a revival of plans post- 
poned following the market 


break of last October. We re- 
gard these developments as en- 
couraging in the light of busi- 
ness as a whole.” 


CaLirorniA banks are endeavor- 
ing to meet the building and 
loan competition in that state 
by emphasizing the safety and 
security which the word “bank” 
implies. A _ recent advertise- 
ment of the Security-First Na- 
tional Bank of Los Angeles 
reads as follows: 

“No substitute for a Bank 
account. The word ‘Bank’ in 
California is protected by law. 
It cannot be used except by 
institutions which conform with 
the law . . . State or National 
. . . designed to make a Bank 
a Safe place to put your 
money... . 

“For more than forty years, 
the present officers of the 
Security-First National Bank 
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An Income 
at 50 


Systematic invest- 
ment and reinvestment in 
our Guaranteed First 
Mortgage Certificates 
assures it. 

Our First Mortgage 
Securities are ated by 
Capital Funds of over 
$60,000,000. Interest 
starts on the day you 
invest. 

ig 
“The Ideal Investment” 


Capital Funds over $60,000,000 
A Unit of The Manhattan Company 
Main Office 
135 Broadway, New York City 
12 other conveniently located offices 


A suggestion is made in 
the illustration which is 
mentioned not at all in 
the copy and only indi- 
rectly in the heading of 
this brief but excellent 
advertisement of a New 
York City company. 


have been successful in invest- 
ing savings deposits. The last 
published statement of the 
Bank showed savings deposits 
of $334,728,976; capital and 


surplus of $45,000,000. Total 
resources over $580,000,000. 

“We have never consented 
to any lowered standards of 
safe investment for savings de- 
posits. 

“We feel that we cannot 
preserve our standards and pay 
depositors more than 4 per 
cent., compounded semi-annu- 
ally, on Term Savings Ac- 
counts.” 

The building-and-loan asso- 
ciations have been retaliating 
by advertising offers of 6 per 
cent. interest, also compounded 
semi-annually. 


THE Cleveland Trust Company 
has published a booklet show- 
ing the approximate costs of 
different types of buildings in 
Cleveland, so that persons who 
are interested in building simi- 
lar structures may know the 
comparative prices. The cost 
figures were obtained by the 
construction loan department of 
the bank on buildings which 
the institution helped finance. 
Concerning each building is 
told the number of stories, kind 
of construction—medium, good 
or very good—, materials used, 
interior and_ exterior finish, 
size, kind of heat and amount 
of plumbing, together with such 
other information as might be 
of aid. Residences, apartment 
houses and stores are included 
in the survey. 


THE silver anniversary number 
of The Hibernia Rabbit, house- 
organ of the Hibernia Bank and 
Trust Company of New Or- 
leans, has a cover of silver, on 
which the usual heading, etc., 
are printed in black. A history 
of the Rabbit during its twenty- 
five years of existence, and the 
story of how it received its 
name, are contained in the an- 
niversary number. 


NEWS 


FREDERICK E. BaILey, for three 
years new business representa 
tive of the Liberty National 
Bank and Trust Company, New 
York, is now with the Sterling 
National Bank and Trust Com- 
pany in a similar capacity. 


H. Epwarp Horze, JR., has 
joined Edwin Bird Wilson, Inc, 
and will be connected with the 
Chicago branch of that agency, 
Mr. Hotze entered the employ 
of the First National Bank of 
Richmond in 1910 and resigned 
in 1920 to become new busines 
and advertising director of the 
Seaboard National Bank of Nor 
folk. Later he became assistant 
cashier in charge of business ex 
tension at the Planters Nationa 
Bank of Richmond. In 1925 
Mr. Hotze joined Robert Greig 
in forming the National Service 
Bureau of New York, with 
which he has been connected 
until this year. 

Mr. Hotze was active in the 
various bankers’ associations and 
was third vice-president of the 
Financial Advertisers Associa 
tion when he discontinued his 
banking connections in 1925. 


Epwin A. HouGu has joined 
the staff of the New York office 
of Rudolph GuentherRussell 
Law, Inc., financial advertising 
agency. 


FreperRic D. ScANDLING has 
been appointed manager of ad: 
vertising service of the bankers 
supply division of the Todd 
Company, Rochester, N. Y. 
manufacturers of banking sup 
plies and check-protecting de 
vices. He is to have charge 0! 
the service rendered by the 
company in preparing speciil 
advertising campaigns for banks 
and trust companies. 


Hersert C. HEirer & Cow 
PANY of New York, investment 
bankers. have appointed Albet 
Frank & Company, New York 
advertising agency, to dire 
their advertising account. 


Mark Byron III, for the las 
two years assistant advertising 
manager of the Bankers Trvs 
Company. has entered the bus 
ness development department 0 
the Central Hanover Bank and 
Trust Company, New York. 

Mr. Byron has been om 
nected with Ohio and New 
York newspapers in both re? 
ortorial and advertising “ 
pacities. 





the thousands of bankers whom it was our 
pleasure to meet during the A. B. A. convention in 
Cleveland,we send our personal regards and best wishes. 


It was a privilege to us to have you as our guests— 
and we hope you will come again soon. 


And to you who were unable to attend the conven- 
tion, we extend a cordial invitation to visit us in 
Cleveland, and let us conduct you through the various 
departments of our bank. You are always welcome. 


m UNION TRUSTo. 


CLEVELAND, OHIO 





A Merger of Unusual Importance 


Fusion of the Bank of Italy National Trust and Savings Association 
and the Bank of America of California Creates Greatest 
of the Nation’s Banks Outside of New York 


N imposing financial beacon to 
A the point where many of 
the chief Trans-American and 
Pan-Pacific trade lanes meet is being 
reared through a fusion of the physical 
assets and all other interests of the 
Bank of Italy National Trust and 
Savings Association and the Bank of 
America of California. While this 


integration makes the new institution 


E. J. NoLan 


Who will be chairman of the board 
of the new Bank of America National 
Trust & Savings Association. 


the greatest of the nation’s banks out- 
side of New York, it accomplishes 
what is perhaps an even more distinc: 
tive triumph. It marks as a_ well- 
grounded institution in this country 
the successful experiment of branch 
banking, under conditions, ideals, 
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methods and practices that are peculiar 
to America alone. 

Formation of the Bank of America 
National Trust and Savings Associa- 
tion, as the consolidated enterprise will 


A. J. Mount 
Who will be president Bank of 
America National Trust & Savings 
Association. 


be known, is a tremendous step for: 
ward in the effort to bring banking 
into stride with nation-wide business 
enterprises and thus save manufacturers 
and distributors of all degrees the 
necessity of having to conform to the 
requirements of half a hundred banking 
systems if they would span the states 
with their product. At the other ex: 
treme it is a decided advance in the 
quarter-century effort to bring the full 
advantages of metropolitan banking 
service to the humblest — depositor, 
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whether he be a toiler in the city or 
a schoolboy far out on the thinly 
settled frontier. 


NAME “BANK OF ITALY” TO BE DROPPED 


The consolidation of the two insti- 
tutions means that the name “Bank of 
Italy” will pass, insofar as its public 
utilization is concerned, although its 
corporate significance will doubtless be 
retained in some form. In its place 
will rise the name “Bank of America,” 
to vie in interest and importance with 
its corporate cousin, the Bank of 
America in New York, and all of the 
other banking enterprises that are in- 
cluded in the ample portfolio of the 
Transamerica Corporation. Like the 


New York bank it will operate under 
a national charter, taking over such 
instrument from its chief predecessor in 
interest, the Bank of Italy. 

This, the greatest of all American 
branch-banking institutions, will cover 
a thousand-mile sweep, from the Oregon 


to the Mexican line, resting between 
ten longitudinal parallels and touching 
both the sub-tropical and the temperate 
zones. In a large measure it will 
finance the fruits and grains of some 
30,000,000 acres and the industrial and 
mercantile activities of the two prin- 
cipal cities on the Pacific Coast, San 
Francisco and Los Angeles. Just as its 
predecessors did, it will find its strength 
in the infinite variety of California's 
productive energy, ranging as it does 
from the cotton, melon and citrus out- 
put of the warm belt to the deciduous, 
lumbering and fishing industries of the 
northern counties. 

The new bank will find itself the 
trustee in fact for one billion, two 
hundred and fifty million dollars in 
assets, represented for the most part by 
demand deposits. This deposit item 
alone will be approximately one billion 
dollars, attesting the great faith that the 
People of the state and of the nation at 
large placed in the strongly managed in- 
stitutions that preceded the merger. Both 
of th ‘e predecessor institutions main- 
tainec! throughout their corporate lives 
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safety factors of solvency and fluidity 
far in excess of the very exacting and 
strongly imposed legal requirements. 
Their growth was characterized in 
some quarters as “sensational,” but that 
term was not accepted by either of 
them. For all the years of its life, the 
Bank of Italy enjoyed the distinction 
of being one of the soundest and best- 
managed banks in the country. True, 
it gave sanctuary to many things that 
were considered banking heresy at the 
turn of the century, such as the placing 
of its ranking officers right out in the 
open, where they could be approached 
by anyone, the conduct of supposedly 
extraneous enterprises, such as insur- 
ance, and a customers’ investment de- 
partment, and a loaning policy that 
in the beginning was regarded by 
timorous contemporaries as much too 
expansive and liberal. 

Those banking heresies were needed 
to fill out the democratic ideals of A. 
P. Giannini, founder of the Bank of 
Italy, and in no time at all they were 
accepted as sound banking practice. If 
they were dubbed as “sensational” by 
the banking theorists, their actual 
utilization and operation was anything 
but that. They added enormously to 
the fundamental soundness of the 
Giannini banking endeavor, and made 
possible the inauguration of a wholly 
new American institution, statewide 
branch banking, an institution that has 
now merited the right to become co- 
extensive with every other upbuilding 
country-wide movement, whatever its 
nature. 


TO HAVE 436 BRANCHES 


The newly formed Bank of America 
National Trust and Savings Associa- 
tion and its state affiliate will have 
436 prosperous branches located at 
every point in California where pro- 
ductive enterprise of any type may 
be aided and stimulated. As the 
region covered by the Bank of Italy 
was a national bank area under its 
charter and the Bank of America of 
California was a state bank, the latter's 
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branches outside of that area, some 
fifty in all, will have to be accommo- 
dated in a newly chartered state bank, 
which it is also proposed to call the 
Bank of America. This new bank 
starts off with a capitalization of 
$3,000,000 and a set of officers. who 
have achieved high place in the Bank 
of Italy and the Bank of America or- 
ganizations as safe, sound and conserva- 
tive bankers. In every way its opera- 
tion will be analogous to that of the 


San Francisco main office of the Bank 
of America, N. T. & S. A. 


parent bank, and, under existing laws, 


it may be enabled to add to the number. 


of its branches and the extent of its 
territory as good banking practice 
dictates. 

It has already been determined that 
the new Bank of America National 
Trust and Savings Association shall 
have administrative offices in both San 
Francisco and Los Angeles. This was 
resolved at an early meeting of the 
consolidation committee and of the 
board of directors of both institutions, 
as the Bank of America of California 
had maintained its headquarters in Los 
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Angeles, and the Bank of Italy had 
found it highly advantageous to divide 
its administrative responsibilities be- 
tween the two cities. The western 
headquarters of the Transamerica Cor- 
poration, the holding company for both 
the new national and state bank, will 
remain in San Francisco. The head: 
quarters of the new state bank will 
actually be in Los Angeles. 

A. J. Mount, who has been president 
of the Bank of Italy since October 17, 
1929, will be president of the Bank 
of America National Trust and Savings 
Association. E. J. Nolan, veteran Los 
Angeles banker,-who has been president 
of the Bank of America of California 
since it assumed that name a few years 
ago, is to be chairman of the board 
of the new national bank. Both repre- 
sent the very best elements that can 
be dispensated to the human factor of 
modern banking administration. Both 
are thorough-going students of branch 
banking as it is being projected in this 
country and, what is particularly fitting, 
both are very well acquainted with 
conditions throughout the state on 
which the success of any branch bank- 
ing venture must rest. 


HISTORY OF THE MERGING BANKS 


Significantly enough both predecessor 
banks were established as a result of 
what their founders believed to be a 
very sharp necessity for banking re- 
form. The record shows that both of 
the original antecedent banks of the 
Bank of America of California, the 


French Mutual Provident Savings 
Society, organized in 1860, and the 
Sacramento Savings Bank, organized 
in 1867, were brought into being be- 
cause of a prevalent belief that the 
banking practices and the banking 
guarantees of the period were none too 
secure. The establishment of the 
Sacramento bank was an actual protest 
against the contemporaneous counting’ 
house methods that prevailed, with 
their symbols of gold dust pokes, in- 
accurate counter-scales and haphazard 
specie transportation on pack horses or 
creaking Concord coaches. The organ 
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ization of the French Mutual Provident 
Savings Society was very much for 
the purpose that the name implies, a 
grouping of French residents in San 
Francisco to compound their savings 
under their own direction and in a 
manner that they believed would best 
serve their individual interests. 
Forty-four years after this society 
was brought into being the bank that 
was destined to become the country’s 
greatest branch-banking organization 
was created by A. P. Giannini and a 
group of equally courageous associates 
because they felt that the existing 
banking strictures prevented the count- 
ing-houses from giving a full measure 
of service to their customer lists. The 
inaugural principles of the Bank of 
Italy are too well known to need repeti- 
tion here. It is enough to say they 
made every banking facility equally 
available to the customer of every 
degree, they put the heretofore deeply 
immured ranking officers right out in 
the open with the tellers and the loan- 
ing officers and, at one stroke, they 
greatly expanded and simplified the 
whole banking process for the benefit 
of the ultimate patron. In all the years of 
its life the Bank of Italy has never found 
it necessary to deviate in the slightest 
degree from those principles and they 
will be found superimposed as promi- 
nently as ever on the corporate back- 
ground of the newer and greater bank. 
The history of the Bank of Italy is 
also too well known to need repetition. 
The great fire of 1906, which destroyed 
its single building, the panic of 1908, 
when it remained on a gold basis while 
the others paid out in paper, the 
establishment of the first extra-city 
branch at San Jose in 1909, the entry 
of Giannini into New York with the 
purchase of the Bowery and the East 
River National, which were later com- 
bined, the establishment of the great 
collateral enterprise of the Bancitaly 
Corporation in 1919, the merger with 
the Liberty Bank, a vast branch system, 
in 1927 the purchase of the Bank of 
Ameri-2 in New York—all are high 
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lights that have been most - generously 
proclaimed. 

The Bank of America was an in- 
stitution of broad and distinguished 
lineage and its annals are in great de- 
gree a compendium of the financial 
achievement of many of California’s key 
cities and production districts over a 
period of seventy years. What might 
be termed the larger growth of this 
bank began on April 30, 1927, when 


Proposed Los Angeles main office of 
the Bank of America, N. T. & S. A. 


the United Bank and Trust Company 


merged with the French-American 
Bank of San Francisco. The first- 
named had already included within its 
corporate circumference the historic 
Sacramento-San Joaquin Bank, successor 
to the Sacramento Savings Bank, with 
branches in Stockton, Fresno, Modesto 
and Oakdale. The French-American 
Bank had established three intra-city 
branches. The merged institution con- 
tinued under the name of the United 
Bank and Trust Company. 

In January, 1928, the bank changed 
its administrative complexion somewhat 
by acquiring the Security Bank and 
Trust system of Bakersfield, which had 
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branches in East Bakersfield, Taft, 
Maricopa and Fellows. It became ex- 
pedient to have the headquarters of the 
bank transferred to Bakersfield, from 
which point the whole great system was 
administered under the name of the 
United Security Bank and Trust Com- 
pany for a period of several months. 
In the same year there were two other 
highly important acquisitions, the Hum- 
boldt Bank of San Francisco, with 
assets of $30,000,000, and the Mer- 
chants National of Los Angeles, with 
assets of $150,000,000. The Fugazi 
Bank group in the San Francisco bay 
region was acquired in the same year, 
and this, with tributary acquisitions in 
many other sections, virtually rounded 
out a second state-wide banking system 
under the dominance of the Giannini 
interests. 

Perhaps the most important single 
acquisition of the United Security 
group was the Merchants National of 
Los Angeles, which in 1929 became 
the head office of the system. After 
this purchase the name of the parent 
institution was changed to the Bank 
of America of California, and it had 
virtually completed the set-up which it 
was later to fuse with the Bank of 
Italy system. The Merchants National 
had been organized in May, 1886, at 
the time that Los Angeles was begin- 
ning to achieve considerable importance 
as a financial distributing center for 
all of Southern California. Later there 
came a consolidation with the National 
Bank of California and the dominant 
Hellman Commercial Trust and Sav- 
ings Association, giving the Merchants 
National a commanding position in 
western finance. 


TRANSAMERICA CORPORATION 


In the background of the present 
merger of the Bank of Italy and the 
Bank of America is the Transamerica 
Corporation, holding company for both 
banks and imposing re-creation of the 
old Bancitaly Corporation. In the few 
years of its existence the Transamerica 
Corporation has achieved the actual 
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and the titular position of world’s 
largest bank-holding company and it is 
committed to the establishment and 
operation of a nation-wide branch- 
banking system as soon as enabling 
legislation permits. It is headed by 
L. M. Giannini, son of A. P. Giannini, 
as president, with Elisha Walker, noted 
New York financier, as chairman of its 
board and the field marshal of its 
activities. Wéithin the last few months 
its stock has been admitted to trading 
in the New York Stock Exchange, it 
has announced outstanding acquisitions 
of banking systems in France and 
Italy and it has projected plans to 
ramify its divergent interests in many 
other countries throughout the world. 

The merger of the Bank of Italy and 
the Bank of America was announced 
at a meeting in San Francisco attended 
by Mr. Walker, the two Gianninis and 
the representatives of both banks. 


STREET NOISE SILENCER 
SHOWN TO BANKERS 


AT a meeting of the directors of the Hart- 
ford National Bank and Trust Company, 
Hartford, Conn., a successful demonstration 
was given of a device to prevent noise from 
entering rooms through ventilating spaces. 
The device was invented by Hiram Percy 
Maxim. The bankers had been annoyed 
previously by street noises, but during the 
test no noise was able to penetrate to their 
rooms. The new silencer is installed by 
opening the window, slipping the silencer 
into the opening and closing the window on 
the frame which holds the device. It is five 
inches wide and contains an electric fan, 
which may be used for expelling air from 
the room or for drawing air into the room. 


NEW VICE-PRESIDENT 


Tue Central Hanover Bank and Trust Com’ 
pany of New York has announced the ap’ 
pointment of Robert G. Stephens, formerly 
vice-president and trust officer of the Trust 
Company of Georgia, Atlanta, as vice-prest’ 
dent. He has charge of trust operations at 
the bank's 42nd street office. 

Mr. Stephens was appointed trust officer 
of the Trust Company of Georgia in 1924 
and since that time has become one of the 
most prominent figures in southern banking. 
He is a graduate of the University of Vir: 
ginia in both academic and legal courses. 
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NAMED VICE-PRESIDENT OF 
CITY BANK 


Douctass B. Simonson, thirty-four-year-old 
son of W. A. Simonson, who is senior vice- 
president of the National City Bank of New 
York, has been elected a vice-president of the 
same institution, and is believed to be the 
youngest vice-president in the National City 
Bank. 

Young Mr. Simonson was formerly located 
in the London office of the National City 
Bank but retvrned to this country ten years 
ago and has been associated with the Fifth 
avenue and the 42nd street branches. When 
he was appointed assistant cashier in 1927, 
he was the bank’s youngest officer. His 
father was also elected a vice-president of 
the bank at the age of thirty-four. 


FLINT, MICH., BANKS MERGE 


Tue Union Industrial Bank and the Union 
Industrial Trust Company, of Flint, Mich., 
both members of the Guardian Detroit Union 
Group, were merged November 1 under the 
name of the Union Industrial Trust and Sav- 
ings Bank. Charles S. Mott is president and 
H. R. Wilkin executive vice-president and 
cashier. 


NEW DIRECTOR 


J. H. VAN ALstyNE, president and director 
of the Otis Elevator Company, has been 
elected a director of the American Express 
Bank and Trust Company of New York to 
succeed William D. Baldwin, former chair- 
man of the board of directors of the Otis 
Elevator Company, who died recently. 


LOS ANGELES BANK MARKS 
ANNIVERSARY 


Tue Citizens National Trust & Savings Bank 
of Los Angeles last month observed the com- 


pletion of forty years of operation. The 
bank has capital of $5,000,000 and surplus 


and undivided profits of more than $10,- 
984,000. 


CENTRAL HANOVER OPENS 
NEW OFFICE 


Tue Central Hanover Bank and Trust Com- 
pany, New York, has opened a new office in 
the Chrysler Building, Lexington avenue at 
43rd street, designed to serve the east Grand 

ntral zone. It contains complete banking 
facilities, with main banking rooms and 
women’s department on the street floor, trust 
departm: nt on the second floor and safe de- 
Posit vaults in the basement. Alick McD. 
McLean, assistant vice-president, is in charge. 
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INTERNATIONAL-MADISON IN 
NEW HOME 


THE International Madison Bank and Trust 
Company, New York, last month opened its 
new main banking home, at 100 Park Row, 
across the street from the Municipal Build- 
ing. The bank has four offices at the pres- 
ent time, with a fifth under construction at 


SOLOMON FULLIN 


President International-Madison Bank 
and Trust Company, New York. 


Seventh avenue and 37th street. This of- 
fice is expected to be open in January, 1931. 

The International Madison Bank and 
Trust Company is an international bank, in- 
deed, with the larger part of its clientele 
made up of Jewish, Spanish, Greek and 
Italian customers. It is also what is known 
as an “All Day Bank,” with hours in gen- 
eral from 9 a. m. to 6 p. m. 

Solomon Fullin is president of the insti- 
tution. 


NEW OFFICER FOR CHATHAM 


PHENIX 


ALAN GRAHAM WARNER of Douglaston, 
Long Island, has been elected a vice-president 
of the Chatham Phenix National Bank and 


Trust Company of New York. Mr. Warner 


has been with the institution for more than 
six years, and has been assistant cashier at 
the branch at Broadway and Howard streets. 
He will henceforth be at the office at Fifth 
avenue and 455th street. Mr. Warner is a 
graduate of Williams College and past presi- 
dent of New York Chapter American Insti- 
tute of Banking. 





THE BANKERS MAGAZINE 


INSTALLS RECORDAK 


A MACHINE to photograph checks passed 
through the bank has been installed by the 
Lake Shore Trust and Savings Bank of Chi- 
cago. The machine, called Recordak, makes 
it possible for the customer who loses a 
check to be furnished with an actual photo- 
graph of it, eliminating any loss. 


Rosert M. Laas 

Mr. Laas, formerly sales manager of 
Ames, Emerich & Co., Inc., of New 
York, has recently been made vice- 
president of that firm. Mr. Laas is 
widely known to bankers both in the 
East and Middle West. He is a 
pioneer in the investment field in 
developing what is known as “con- 
trolled merchandising” as applied to 
banks, corporations and individuals. 
This plan involves the formation of 
definitely planned investment pro- 
grams predicated upon the needs of 
the bank, etc., as revealed by a care- 
ful study of known conditions over a 
period of time. For some years prior 
to his affiliation with Ames, Emerich 

Co., Mr. Laas was a partner in 
Morris F. Fox & Co., Milwaukee. He 
is a past president of the Milwaukee 

Bond Club. 


NAMED VICE-PRESIDENT 


CuHarLes A. WIGHT has been elected a vice- 
president of Bankers Trust Company of 
New York. 


NAMED SALES MANAGER OF 
FIRST NATIONAL 
COMPANY 


JoHN W. Dietz has been named sales man- 
ager of the First National Company of St. 
Louis, investment affiliate of the First Na- 
tional Bank in St. Louis. Mr. Dietz was 
formerly manager of the St. Louis office of 
G. L. Ohrstrom & Company, investment 
bankers of New York, and had previously 
been associated with the J. J. Frey Bond @ 
Mortgage Company and with the Liberty 
Central Trust Company, both of St. Louis. 


G. M. REYNOLDS A BANKER 
FOR FIFTY YEARS 


Grorce M. REYNOLDs, chairman of the ex- 
ecutive committee of the Continental Illinois 
Bank and Trust Company and dean of Chi- 
cago bankers, last month completed his 
fiftieth year as a banker. He began as a 
clerk for the Guthrie County National Bank, 
Panora, Iowa, at a monthly wage of $12.50, 
and in 1897 went to Chicago as cashier of 
the Continental National Bank, one of the 
predecessors of the present Continental Illi- 
nois Bank and Trust Company. 

Mr. Reynolds is one of the most widely 
known bankers in the United States. He 
has held numerous offices in the American 
Bankers Association, among them that of 
president, has been a class A director of the 
Chicago Federal Reserve Bank since its or- 
ganization, is chairman of the Chicago Clear- 
ing House Committee, and was adviser to 
the American Monetary Commission whose 
work paved the way for the Federal Reserve 

ct. 


CITY BANK ADDS TO RESERVE 


In publishing the condensed statement of its 
condition as of September 24, 1930, the Na 
tional City Bank of New York announced 
that it would on September 30 transfer $20, 
000,000 from surplus to reserve contingencies, 
a step in keeping with the bank’s policy 
during the post-war depression period, when 
$10,000,000 was transferred in the same way. 
Of this fund, $6,609,572 remains, bringing 
the total fund for emergencies to $26,609, 
S12. 

Capital of the bank was given as $110, 
000,000, surplus the same amount, undivided 
profits $24,782,863, deposits $1,343,941,693, 
and resources $1,845,758,452. 


C. H. MARFIELD RESIGNS 


C. Howard MarFIELD has resigned as di 
rector, vice-president and chairman of the 


Central Trust 


discount committee of the 
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Company of Illinois and as a director of the 
Central-Illinois Company, of Chicago, and 
will enter the private banking field. Mr. 
Marfield was president of the Bank of 
America, Chicago, which was merged with 
the Central Trust Company. 


GUARANTY STATEMENT 


CoNDENSED statement of condition of the 
Guaranty Trust Company of New York as 
of September 24 showed an increase of $1,- 
005,763 in the company’s undivided profits 
since June 30, the date of the last published 
statement. Undivided profits were $37,391,- 
257, which, with capital of $90,000,000 and 
surplus of $170,000,000, bring the com- 
pany’s total capital account to $297,391,257. 
The statement showed deposits of $1,180,- 
585,309 and total resources of $1,786,- 
425,140. 


CHEMICAL ELECTIONS 


WiLLiAM G. LAEMMEL has been elected vice- 
president and secretary, M. D. Howell, assis- 
tant vice-president and Raymond C. Ball trea- 
surer of the Chemical Securities Corporation, 
afhliate of the Chemical Bank & Trust Com- 
pany, New York. 


CHASE BANK UNDIVIDED 
PROFITS GAIN 


Unpivipep profits of the Chase National 
Bank of New York in the statement for 
September 24 were $4,800,448 larger than 
on June 2, 1930, the date when the Equita- 
ble Trust Company and the Interstate Trust 
Company were merged with the Chase. 

The bank's undivided profits as shown in 
the September 24 report to the Comptroller 
of the Currency were $65,523,927 and com- 
bined capital, surplus and profits amounted 
to $361,523,927. The deposits of the Chase 
on September 24 were $1,852,295,045, or 
approximately $64,000,000 less than on 
June 2. Total resources amounted to $2,- 
432,434,809, a decrease of about $119,000,- 
000 since the merger statement. 


VICE-PRESIDENT RETIRES 


FRANK HAMMOND, vice-president Central 
Hanover Bank and Trust Company of New 
York, has retired after more than forty- 
seven years of banking. He was widely 
known in financial circles through his many 
years vice-president of the Greenwich 
Bank, the Hanover National Bank and the 
Central Hanover Bank and Trust Company. 

Mr. Hammond entered the Greenwich 
Bank «©, New York as a debit clerk in 1883 
at the sxe of 17 and was promoted by various 


steps until he became cashier in 1909 and 
vice-president in 1914. This position he 
held throughout successive mergers. 


CORN EXCHANGE NATIONAL 
STATEMENT 


STATEMENT of the Corn Exchange National 
Bank and Trust Company of Philadelphia 


CuHar.Les §. CALWELL 
President of the Corn Exchange Na- 
tional Bank and Trust Company, 

Philadelphia. 


as of September 24 showed capital of $4,- 
550,000, surplus of $12,550,000, undivided 
profits of $1,323,008, deposits of $97,270,- 
633 and resources of $118,422,887. 


PEDESTRIANS ALLOWED 


PEDESTRIANS in the financial district of New 
York have received written permission to 
walk on private property, i. e., that of the 
Irving Trust Company at 1 Wall street. The 
new building of this company has two “splay” 
corners which set back considerably from the 
building line and small plaques have there- 
fore been set in the concrete sidewalk at these 
two points, reading as follows: ‘Property 
line of One Wall Street Realty Corporation. 
Crossing by permission only. Permission revo- 
cable at will.” When the corrugated-iron 
fence is removed, more than 180 square feet 
will be added to the sidewalk about the 
building. 
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NEW BUILDING FOR 
SPOKANE BANK 


THE Spokane and Eastern Trust Company 
of Spokane, Wash., will erect a new eight- 
story bank and office building on the site 
of its present structure. It will be of terra 
cotta and granite with Swedish iron metal 
work at the entrance and aluminum span- 





New building to be erected by the 
Spokane and Eastern Trust Com- 
pany, Spokane, Wash. 


drels to the top story, with the ornamenta- 
tion from the eighth floor up of terra cotta 
and granite. : 

The banking lobby will be of paneled 
woodwork and Benedict nickel, with a floor 
of terrazzo. The tellers’ cages will be of 
the low open-type construction and there 
will be an information desk in the center 
of the lobby. Safe deposit vaults will be 
in the basement and that floor, the street 
floor and three floors immediately above will 
be occupied by the various departments of 
the bank, the remaining floors above being 
available for rental. 


NEW ADVISERS 


WILLIAM J. QUIGLEY, president of the Howe 
Sound Company, and J. H. Van Alstyne, 
president of the Otis Elevator Company, 
have been appointed members of the advis- 


ory committee of the 41st street branch of 
the Chase National Bank of New York. 


KIDDER PEABODY TRUST 
TO MOVE 


TuE Kidder Peabody Trust Company of Bos- 
ton will move on November 17 to larger 
quarters at 111 Devonshire street. 


CHARLES S. CALWELL 
IS HONORED 


Cuar.es S. CALWELL, president of the Corn 
Exchange National Bank and Trust Com- 
pany of Philadelphia, was honored at a 
surprise dinner last month on the occasion 
of his twentieth anniversary as president of 
the institution. The dinner was given by 


members of the Corn X Club, composed of 
executive officers and employes of the bank. 


HEADS TITLE ASSOCIATION 


Epwin H. Linpow, president Union Title & 
Guaranty Company, of Detroit, a unit of 
the Guardian Detroit Union Group, has been 
elected president of the American Title As 
sociation. 


MANHATTAN COMPANY BANKS 
IN MERGER 


PLANS are under way for a merger of the 
American Trust Company with the Bank 
of Manhattan Trust Company of New York. 
The former institution is owned entirely by 
the New York Title and Mortgage Company, 
which in turn is controlled by the Manhat- 
tan Company, the holding company which 
owns the Bank of Manhattan Trust Com: 
pany. 


NEW BUILDING 
THE First National Bank of New Bethlehem, 


Pa., has recently erected a new building 
modeled after a traditional American “town 
meeting hall” of the Georgian colonial period. 
It is of red brick with trim of white Ver- 
mont marble, and an appropriate setting 
is achieved by the use of “herring bone” red 
brick sidewalks along the two street fronts 
with a ribbon of grass separating the walk 
from the building on the longer front. 

Walls and ceiling of the banking room 
are plain save for a plaster cornice. The 
low type counters are of panels of white 
marble with base of Belgian black marble, 
and the floor is also of black and white 
marble in alternate squares. : 

At the right of the main entrance is the 
officers’ space, from which two conference 
rooms are reached. On a side balcony, 
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New building erected by the First National Bank of 
New Bethlehem, Pa. 


reached by a stairway from one of the con- Throughout the entire building, furniture 
ference rooms, is the president's office, which and fixtures have been designed to carry out 
commands a full view of the banking room. the colonial design of the exterior. 


NEW YORK CITY BANK STOCKS 


The composite DOLLAR-INDEX figures compiled by Morris A. Schapiro, senior- 
statistician of Hoit, Rose & Troster, using the opening prices of Saturday, October 25, of 
sixteen leading New York bank and trust companies, reveal a slight decrease in earnings, 
yield, book value, and resources as compared with the figures of a week ago. The figures 
reflect an improvement in bank stock prices for week ending October 25, and represent the 
first: upturn reported since the week ending September 13. Using the opening prices of 
October 25, sixteen leading New York bank and trust companies are selling 19.0 times 
known earnings against 18.9 a week ago and 46.6 a year ago (October 14, 1929). 

Propor- 

tionate Propor- Propor- 
Unit of Composite ‘Composite book tionate tionate 
market yield earnings value deposits resources 
value on dollar on dollar behind behind behind 

Date (Per cent.) (Per cent.) dollar dollar dollar 
October 25, f 3.608 5.259 $0.636 $2.469 $3.105 
October 18, { 3.636 5.268 0.642 2.492 3.135 
October 11, F 3.440 5.231 0.600 2.756 3.357 
September 13, é 2:819 4.281 0.490 2.257 2.748 
June 25, 3.501 5.206 0.590 2.724 3.315 
October 14, : 1.397 2.143 0.233 1.100 1.333 
Wee 30, Wacskacthcas 1.00 2.678 4.277 0.383 2.526 2.909 





Reception room leading to a new suite of officers’ quarters in the Union Trust 

Company of Cleveland. Walls are paneled with white Avodire wood with carv- 

ings and mouldings picked out in silver leaf. The new offices are occupied by the 
chairman of the board, two vice-chairmen, and a vice-president. 


The Federal era of American history is brought back in the furnishings of the office 
of J. R. Nutt, chairman of the board. White pine paneling is finished in its natural 
color and richly ornamented with carving. The mantel is of Verde antique marble 
and pine, and is fitted with a hob grate. The furniture consists of genuine antiques 


and reproductions of the period, in walnut and mahogany. 


776 





<>< 


2. 
“se 


Cos ot. 
Ee Gm 


SARS a 
CS 
oy 


\ 


pel 
2 


The office of George A. Coulton, vice-chairman of the board of the Union Trust 

Company of Cleveland, is in Georgian style, paneled in African walnut with decora- 

tive carving over the doors. The doors are decorated with wrought-iron grilles in 

antique cathedral glass. Floors are of American black and gold marble, the mantel 
of black and gold Italian marble and fixtures of pewter and- gold. 


e office of J. R. Kraus, vice-chairman of the board, is in the William and Mary 
iod, with African walnut paneling. The moulding is picked out in ebony. An 
lian black and gold fireplace occupies one end of the office. The furniture is of 
nut. This room is similar to that occupied by H. D. Messick, vice-president. 
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Banking Conditions in North 
Carolina 


HAT there is now a decided 
sentiment toward branch and 
group banking in North Carolina, 
is the statement of J. Paul Leonard, 
who has returned from a five weeks’ 
visit to his native state. Mr. Leonard, 
who is a member of the firm of Ralph 
B. Leonard & Co., specialists in bank 
stocks, was for ten years executive 
director of the North Carolina Mer- 
chants Association, prior to coming to 
New York two years ago to join his 
brother in the bank stock business. 
“There have been a number of de- 
velopments in the rapid transition 
which has taken place in the banking 
situation in North Carolina during the 
last several years which I think signifi 
cant and worthy of note in any con- 
sideration of the general subject of 
banking,” declared Mr. Leonard. “First, 
I feel, is the general shifting of banks 
from the national to the state system, 
and second is the fact that if it were 
not for the branch-bank privileges pro- 
vided for in the banking laws of the 
state, there would be a number of 
Carolina communities absolutely with- 
out banking facilitics at this time. 
“Another significant development, or 
change, which I have observed, and 
which I found rather pronounced when 
I conferred with bankers visited during 
my recent stay in the state, is the fact 
that numbers of bank officials, and 
political leaders, who a few years ago 
were openly opposed to any form of 
branch group or chain banking, are 
now not only in favor of the new 
order of things; but are, in some in- 
stances, actually participating in what 
they formerly condemned. If this re- 
versal of sentiment is as general in 
other quarters as it is in North Caro- 
lina, a change of position by the na- 
tional organization of bankers may be 
expected soon. 
“The extent of the shifting of na- 
tional banks to state charters in North 
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Carolina is strikingly revealed by com- 
parative figures. John Mitchell, chief 
state bank examiner, and the active 
head of the banking department—a 
subsidiary of the state corporation com- 
mission—tells me that during the last 
four years nine banks with resources 
aggregating $45,196,000 have  sur- 
rendered their national charters and 
become state institutions. Unfortunately 
the state has suffered a decline in bank 
resources, and by far the greater por- 
tion of this decline is now reflected in 
the national bank figures. On June 
30, 1928, the state banks had total re- 
sources of $316,750,000, while the na- 
tional banks had $202,940,000. On 
June 30 of this year, the state banks 
showed total resources of $312,060,000, 
compared with national bank resources 
of only $142,991,000. It will be ob 
served that the national system lost 
heavily to the state system through the 
shifting from national to state charters. 
Much of this was brought about 
through the rapid development of the 
North Carolina Bank and Trust Com- 
pany, a comparatively new state-wide 
banking institution, into which there 
have already been merged ten or more 
banks, a number of them being national 
banks. 


GROUP BANKING NOT NEW 


“Although the pace of its develop- 
ment has been quickened during the 
last few years, branch or group banking 
is not a new thing in North Carolina. 
The Wachovia Bank & Trust Com- 


pany, which probably still retains 
supremacy as the state’s largest banking 
institution, has for years maintained 
offices in Asheville, High Point, Salis 
bury and Raleigh, in addition to its 
headquarters in Winston-Salem. The 
Page Trust Company of Aberdeen is 
represented at other points, the Branch 
Banking & Trust Company of Wilson 
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has in excess of a half-dozen branches, 
while the Greensboro Bank & Trust 
Company and others of the larger state 
banks have programs of expansion 
under way. It appears that there are 
to be a number of important banking 
institutions with a state-wide scope. 
Some of the business and_ financial 
leaders of the state say Charlotte is 
destined to become the financial center 
of the two Carolinas. 

“The establishment of branches by 
the larger banks has been augmented 
recently by the failure of other banks. 
It has been in some of these cases of 
misfortune that the value of branch- 
banking privileges has been distinctively 
demonstrated. Take the case of New 
Berne, where all the banks were closed 
on August 7. Within twenty-four 
hours the state banking department had 
arranged for the Branch Banking & 
Trust Company of Wilson to establish 
banking facilities in New Berne. There 
was a similar demonstration at Monroe, 
though there was a delay of a few days 
in this latter instance. 

“These and other communities where 
there have been failures might still be 
without banking facilities if they were 
dependent upon local capital for re- 
establishment of such facilities. People 
who lose money through bank closings 
are not very quick to subscribe to 
stock of new banks. Early this year 
I had a conference with one of the 
nation’s most prominent bankers here 
in New York, who evinced unusual in- 
terest in the North Carolina situation. 
In view of the complete network of 
paved roads now enjoyed by North 
Carolina, the New York banker said 
he could see no good reason for the 
continuous organization of small banks 
in the state. “I assured him he need 
have no concern about the matter in- 
sofar as the organization of new indi- 
vidual banks goes, because I had a 
feeling that unless the larger institu- 
tions stepped in to save the day by 
taking over crippled banks, or by estab- 
lishing a branch, the communities 
affected would be without banking 
faci! ties of any kind. It now appears 
to be working out just that way. 


GREATEST TEST 


“It is during periods of depression 
like we have been undergoing for a 
year that banks are put to their great- 
est test, and it is not surprising that 
banks have been forced to close their 
doors in North Carolina, just as banks 
have failed in other sections of the 
country. The unusually unfortunate 
and distressing situations which have 
developed in some communities have 
quite naturally aroused general discus- 
sion of the subject throughout the 
state. Open criticism of the banking 
department resulted, and the depart- 
ment recently issued a statement in 
defense of its policies. My conferences 
with bankers and other business leaders 
of the state revealed numbers of people 
who feel that the banking department 
was a victim of circumstances which it 
could not control, and has been unjustly 
condemned; that its policy of endeavor- 
ing to save banks which were in difh- 
culties, rather than close them all and 
thus bring about general chaos, was 
decidedly best in many instances. While 
there is a division of opinion relative 
to the banking department, it is notice- 
able that in all the discussion there is 
less objection to branch banking than 
in the past, even on the part of bankers 
who still favor the individual unit sys- 
tem. One national bank executive, 
who has a good following in his section 
of the state, and who does not believe 
in branch banking, told me frankly 
that unless the policies of the national 
system were liberalized, he felt he must 
switch to the state system.” 

Although North Carolina has been 
“hard hit” by the depression, and has 
suffered its share of bank failures, this 
does not mean that the state is bank- 
rupt, by any means, Mr. Leonard said. 
The eastern part of the state has the 
best crops this year he has seen there 
in ten years, and both bankers and mer- 
chants told him that this year’s crop 
has been produced at less expense than 
in previous years, and with the least 
borrowed money. 

“Building of larger banking institu- 
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tions in North Carolina is essential,” 
says Mr. Leonard, “because the state 
has made such wonderful progress the 
last decade, great expansion having 


taken place in commerce and industry, 
larger 


requiring banking facilities. 
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There are plenty of good bankers in 
the state, and the eyes of New York 
bankers who realize the opportunities 
there are turned in that direction. I 
therefore have no fears as to the future 
of banking in my home state.” 


Convention News 


COMING BANKERS’ CON- 
VENTIONS 


AMERICAN BANKERS ASSOCIATION, Atlan- 
tic City, September 28-30, 1931. Executive 
manager, Fred N. Shepherd, 110 East 42nd 
street, New York City. 


AMERICAN INSTITUTE OF BANKING, Pitts- 
burgh, 1931. Secretary, Richard W Hill, 
110 East 42nd street, New York City. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Boston, September, 1931. Executive secre- 
tary, Preston E. Reed, 231 South La Salle 
street, Chicago. 


FourTH SOUTHERN TRUST CONFERENCE, 
Charleston, S. C., spring of 1931. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 


Iowa BANKERS ASSOCIATION, Waterloo, 
June 22-24, 1931. Secretary, Frank War- 
ner, 430 Liberty Building, Des Moines. 


Mip-WINTER Trust CONFERENCE, New 
York City, February 17-19, 1931. Head- 
quarters, Hotel Commodore. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 


NATIONAL ASSOCIATION OF MuTuAL Sav- 
NGS Banks, Washington, D. C., May 20-22. 
Headquarters, Mayflower Hotel. Secretary, 
John W. Sandstedt, 347 Madison avenue, 
New York City. 


NATIONAL SaFe Deposit CONVENTION, 
Chicago, spring of 1931. 


New Jersey BANKERS ASSOCIATION, trust 
department activities, Trenton, November 20- 
21. Headquarters, Hotel Stacy-Trent. Sec- 
retary, Armitt H. Coate, Burlington County 
Trust Company, Moorestown, N. J. 


SaviNcs BANK ASSOCIATION OF Massa- 
CHUSETTS, Lenox, Mass., September 24-26, 
1931. Headquarters, Hotel Aspinwall. Ex- 
ecutive secretary, Dana Sylvester. 


SixtH Mim-ContTINeENt Trust ConrFER- 
ENCE, Indianapolis, November 13-14. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 


SoutH Daxota BANKERS ASSOCIATION, 
Huron, June 24-26, 1931. Secretary, Geo. 
A. Starring, City Hall Building, Huron. 


Texas BANKERS ASSOCIATION, San An- 
gelo, May 12-14, 1931. Secretary, W. A. 
Philpott, Jr., Dallas. 


U. S. Bur_piInc AND Loan Legacueg, Phila- 
delphia, 1931. Executive manager, H. Mor- 
ton Bodfish, 59 East Van Buren street, 
Chicago. 


West VirGcINnIA BANKERS ASSOCIATION, 
Morgantown, 1931. Secretary, J. S. Hill, 
Charleston. 


MID-WINTER TRUST CON- 
FERENCE 


THE twelfth mid-winter trust conference of 
the Trust Company Division, American 
Bankers Association, will be held February 
17-19, 1931, at the Hotel Commodore, New 
York City, according to announcement by 
Gilbert T. Stephenson, vice-president Equita- 
ble Trust Company of Wilmington, Del., 
and president of the division. 

The conference program will be divided 
into the three general heads of promotion, 
operation and administration in trust com- 
pany work. The first day of the meeting, 
under the head of promotion, will be de- 
voted to the younger men in trust company 
work, the heads of public relations depart- 
ments, educators and men engaged in pro- 
motional work. The second day will be de- 
voted to operations, to the junior officers and 
assistant trust officers who will do the actual 
work behind the scenes, and the third day 
to the presidents and executive vice-presi- 
dents, who dictate the policies of the trust 
departments. 

The annual banquet will be held Thursday 
evening, February 19, at the hotel. 


ARIZONA. BANKERS MEET 


THE Arizona Bankers Association is meeting 
this month at Tucson, Ariz., for an annual 
two days’ convention. Among the speakers 
are Herbert V. Prochnow, of the First Nav 
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tional Bank of Chicago; W. R. Morehouse, 
vice-president Security-First National Bank 
of Los Angeles; W. D. Ellis, president Farm 
Loan Bank of Berkeley; Henry Court, of 
the Phoenix National Bank; and Dr. Leroy 
Shantz, president of the University of Ari- 
zona. 


I. B. A. HOLDS ANNUAL 
MEETING 


Henry T. Ferriss, of the First National Com- 
pany in St. Louis, was elected president of 
the Investment Bankers Association, at its 
annual convention held in New Orleans last 
month. He succeeds Trowbridge Callaway, 
of Callaway, Fish & Co., of New York. 

Other officers elected were: Executive 
vice-president, Alden H. Little of Chicago; 
vice-presidents, Charles D. Dickey, Brown 
Bros. & Co., Philadelphia; William H. Eddy, 
Chase Securities Corporation, New York; 
Bernard W. Ford, Tucker, Hunter, Dulin & 
Co., San Francisco; Sidney R. Small, Harris, 
Small & Co., Detroit; and William J. Ward- 
all, Bonbright & Co., Chicago; treasurer, 
William T. Bacon, Bacon, Whipple & Co., 
Chicago; secretary, C. Longford Felske, 
Chicago. 


SAVINGS BANKERS ELECT 


FREDERICK B. SHEPHERD, president of the 
Oswego County Savings Bank, Oswego, 
N. Y., was elected president of the Savings 
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Banks Association of the State of New York 
at the annual convention held recently in 
Quebec. Other officers elected were: First 
vice-president, George D. Whedon, secre- 
tary-treasurer Monroe County Savings Bank, 
Rochester; second vice-president, Alvin G. 
Hageman, secretary-treasurer Syracuse Sav- 
ings Bank; third vice-president, Frederick W. 
White, secretary-treasurer’ Home Savings 
Bank, Albany; fourth vice-president, Henry 
Bruere, vice-president Bowery Savings Bank, 
New York; fifth vice-president, Ray C. Shep- 
herd, Dime Savings Bank, Brooklyn; trea- 
surer, William M. Campbell, president 
American Savings Bank, New York. 


TRUST PROGRAM ANNOUNCED 


THE program for the sixth mid-continent 
trust conference, to be held at the Hotel 
Claypool, Indianapolis, November 13-14, un- 
der the auspices of the Trust Company and 
National Bank divisions of the American 
Bankers Association, will include addresses 
by Gilbert T. Stephenson, vice-president 
Equitable Trust Company of Wilmington, 
Del.; Harley F. Drollinger, vice-president 
Manufacturers & Traders Trust Company, 
Buffalo; Thomas J. Kiphart, publicity man- 
ager Fifth-Third Union Trust Company, Cin- 
cinnati; and other well known bankers. 
Rome C., Stephenson, president of the Ameri- 
can Bankers Association, will preside at the 
banquet, at which Francis H. Sisson, second 
vice-president of the A. B. A., will speak. 
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The index line pictures the relative cost of building bank buildings since 1913, 
using the average cost in 1913 as the base of 100 per cent. These costs are cal- 
culated by the Tilghman Moyer Company, bank architects and engineers, from 
current bills and quotations for the kind of labor and material used in bank con- 


Struction. 


Quantities are weighted in the proportions used in this type of building; 


allowance is made for changes of efficiency in labor and similar items. 
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Main entrance to the Travelers Bank of Paris at 18 rue de la Paix 
(between Place de Opera and rue Daunou). 





Travelers Bank of Paris 


its clients and in the volume of 

business transacted made it im- 
perative for the Travelers Bank, long 
located at 20 Place Vendome, Paris, to 
seek new and enlarged quarters. For- 
tunately these were found in a most 
convenient location, at 18 rue de la 
Paix (between the Place de l’Opera and 
the rue Daunou), in the very heart of 
the highest class shopping district of 
Paris, and especially convenient to 
American visitors. 

For many years the Travelers Bank 
has rendered unique services to clients 
of American banks and New York stock 
exchange houses and has acted as cor- 
respondent for many important institu- 
tions and firms without interfering with 
other existing arrangements they may 
have on the continent. An atmosphere 


age increase in the number of 


of friendly interest in the clients’ needs 
and of willingness to help them with 


their problems has been the keynote of 
the bank’s success. 

The banking department is especially 
organized and particularly well fitted 
after long experience to meet the vari- 
ous needs of the individual clients of 
American banks who may either be 
traveling in Europe or domiciled in 
France. Such services as checking ac- 
counts; encashment of travelers’ letters 
of credit and travelers’ checks; purchase 
and sale of foreign currencies; cable 
transfers of funds; foreign credit in- 
formation and sale of travelers’ checks 
are included in this department’s fa- 
cilities. The bond department acts as 
correspondent for a number of well 
known investment houses and can fur- 


nish statistical information and advice 
as to investments. 

The stock exchange department has 
a fully equipped and up-to-date board 
room and receives frequent quotations 
during New York stock exchange hours 
(3 p. m. to 8 p. m. Paris time) on ap- 
proximately 200 stocks of the New 
York Stock Exchange, and upon com- 
modities. Orders are quickly trans- 
mitted on a give-up basis to the client's 
broker, through the bank’s New York 
correspondent, at the official New York 
commission rates. This department 
maintains agencies in Geneva, Brussels 
and London, and acts as correspondent 
for a dozen or more New York Stock 
Exchange firms. 

The bank’s travel department has uni- 
formed men at Cherbourg and at Havre 
to meet boats and to help clients 
through customs and to trains. Steam- 
ship tickets at regular tariff rates; hotel 
accommodations; passport visas; travel 
itineraries; renting of automobiles, 
apartments or chateaux are but a few 
of the services this department can offer 
the bank’s clients. The bank’s mail, 
cable and telegram forwarding service is 
particularly efficient. 

The accompanying illustrations afford 
an idea of the bank’s attractive and 
spacious new home, consisting of the 
high-ceilinged ground floor where the 
main banking room, stock exchange de- 
partment and travel department are lo- 
cated, and three other floors where the 
bond department, writing rooms and 
private offices are situated. 

The Travelers Bank is represented in 
New York by Alexander H. McLana- 
han, 40 Wall street. 
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View of entrance iobby. 
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The entrance hall adjoining the main banking room, showing accessible location of 
travel department manager's desk. 
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Portion of main banking room. 
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Third Oldest National Bank in 
New Building 


The First-Stamford National Bank and Trust Company of Stam- 
ford, Conn., Opens One of the Finest Banking 
New England 


Structures in 


and Trust Company, at Stamford, 

Conn., the oldest of Stamford 
banks and third in age among all the 
financial institutions operating under 
national charter, has provided for the 
use of its community one of the finest 
banking structures in New England. 
The architects, Morris and O’Con- 
nor, of New York City, have made 
the most of their opportunity, and 
architecturally and in every business 
sense, the building constitutes a no- 
table addition to Stamford’s growing 
business section. While modern in 
construction and interior arrangement, 


Ts First-Stamford National Bank 


it is none the less attractively reminis- 
cent of colonial New England. 

The Atlantic and Broad street 
facades of the building are faced with 
marble for two stories and a special 
brick is used above. From the sixth to 
the eighth floors marble pilasters run up 
to support a carved marble frieze. The 
main entrance on Atlantic street is 
through great bronze doors, under a 
carved marble portal, and leads to a 
marble trimmed lobby, beyond which 
is the main banking room. At the 
right a broad staircase leads down to 
the safe deposit department, which may 
also be reached by elevator, and at the 


The main banking room, showing at the rear a map of Stamford in 1834. 
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The new building of the First-Stamford National Bank and Trust Company, 
Stamford, Conn. 
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792 


left a door gives access to the office 
building elevator lobby. 


MAIN BANKING ROOM 


The main banking room is 100 feet 
long by 56 feet wide, with a vaulted 
ceiling supported by eight marble 
columns. Low-silled windows of colonial 
type serve to carry out the motif de- 
veloped outside. 

The officers’ space, separated from 
the public space by a low rail, is im- 
mediately at the right of the lobby, 
and the women’s department, with its 
own tellers’ windows, at the left. This 
room is furnished in handmade Shera- 
ton and on the architrave are two 
medallions representing early trans- 
portation—a sloop of 1830 and the first 
steamer to enter Stamford harbor— 
which are repeated elsewhere through- 
out the historical decorations. 

The bank screen, in marble, wrought 
iron and plate glass, is U-shaped and 
encloses the public space. Mural 


decorations at the rear include a map 
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of Stamford in 1834, when the Stam- 
ford bank was founded, an illustrated 
map of the district in 1641 when the 
first settlers came, and an outline of 
the present subdivision of the land once 
purchased from the Indian Chief, 
Ponus. Decorative medallions show 
Ponus, the meeting house of 1641, the 
first tide mill whose water wheel 
furnished power to grind grain, two 
game cocks who fought to decide 
whether the town should be called 
Stamford or Ayrshire, the original bank 
building of 1834, a portrait of Abra- 
ham Davenport and a padlock of early 
type. 
Check desks and the rail around 
the officers’ space are of hand-wrought 
iron. The massive chandeliers possess 
special beauty. The private office of 
the president on the main floor is 
paneled and furnished in English oak. 
Space is provided on the mezzanine for 
the assistant trust officer, credit officer 
and the bank library. 

The office of the chairman of the 
board on the second floor is paneled 


The colonial period is well expressed in this attractively furnished women’s room. 
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Entrance to the safe deposit department. 


in butternut and furnished in walnut. 
The directors’ room adjoining has oak 
paneling and mahogany furnishings. 
On this floor the bookkeeping, transit, 
mailing and filing departments are also 
to be found. 

On the lower floor, reached by stair- 
way or elevator, is the women’s lounge. 
This room is richly furnished and 
beautifully decorated. The elevator 
with an attendant serves women patrons 
and safe deposit customers. 


SAFE DEPOSIT DEPARTMENT 


Through the Stamford Safe Deposit 
Company, established in the early °80’s 
and absorbed by the Stamford National 
Bank in 1907, the First-Stamford Na- 
tional Bank and Trust Company ranks 
as the second institution in Connecticut 


to supply this essential service. The 
Herring-Hall-Marvin vaults in the new 
buildin have been planned in recogni- 
tion of this tradition and represent the 
ca word in construction, equipment 
an 


tection. Built of steel and 


concrete, electrically safeguarded, they 
are absolutely fire and burglar-proof. 
The total weight of the two-inch lining 
of torch-resisting steel, together with 
the partitions subdividing the vault, is 
303,000 pounds. 

The two rectangular doors are one-piece 
castings, with bolt frames cast integral. 
Within the casting and the jambs are 
144%4 inches of torch-resisting metal 
and 1% inches of five-ply drill-proof 
chrome steel; the remaining thickness 
between is open hearth steel. The 
entire outside finish of the doors and 
architraves is of stainless steel. One 
door is equipped with a _ hinged 
aluminum duct which brings fresh air 
to the ventilating system inside the 
vault. The two doors weigh 40,000 
pounds and 37,000 pounds respectively. 

The safe deposit section of the vault 
contains 2063 boxes of assorted sizes, 
all equipped with Yale and Towne 
corrugated key locks of the sealed-key 
type. The exposed surfaces of the 
vault and the ornamental ceiling panels 
are all of stainless steel. 
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Interior of the safe deposit department. 


The vaults were manufactured and installed 


by the Herring-Hall-Marvin Safe Company, of Hamilton, Ohio, and New York. 


One end of the vault is divided into 
three smaller vaults for the use of the 
banking and trust departments. The 
trust vault contains 310 safe deposit 
boxes. The others have cash and 
security lockers with compartments for 
the individual tellers. Adjacent to the 
two vault entrances are instruction 
cards to supply information for the 
release of anyone who might be locked 
in the vault. 


ELECTRICAL EQUIPMENT 


The electrical equipment, provided 
not only for the protection of the vault 
but also for the safeguarding of the 


banking room, is no less complete 
than the mechanical equipment. The 
steel gate which separates the vault 
from the public space is electrically 
controlled by a vault attendant remote 
from the entrance. Patrons known to 
the attendant will thus be enabled to 
enter without delay or inconvenience, 
while others may easily summon the 


man in charge. The fur and silver 
vaults, at the rear of the customers’ 
vaults, are likewise protected, the as 
sistance of the attendant being required 
before the steel grille may be passed. 

Equipment making possible electrical 
supervision of all tellers’ cages, currency 
drawers, communicating doors, and also 
for the vault entrance and money 
chests, has also been installed, this bank 
being the first financial institution in 
New England to be thus protected. 
By means of this system, devised and 
built by the Yale and Towne Manu 
facturing Company, funds and valu 
ables entrusted to any employe are 
safeguarded at all times, and are in 
accessible to other employes. 

Gates to tellers’ cages have an auto- 
matic door-closing mechanism which 
shuts them behind any person entering. 
Cash drawers, moreover, are locked and 
inoperative when cage gates are open, 
so that no unauthorized person can 
enter a cage while the teller is handling 
money and no teller can leave a cage 



















without his cash drawer being closed 
and locked. Each cage and every cash 
drawer is also equipped with a time- 
locking device, this equipment being 
linked up with a silent signal system of 
concealed red lights, which indicate, 
when operated, that an emergency has 
arisen wherein the funds should be 
immediately locked. 

The Hegeman-Harris Company, 
builders of the Central Savings Bank, 
New York City, and of the Tribune 
Tower, Chicago, had the general con- 
tract for the new building, but local 
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labor and materials were used wherever 
possible. 

In recognition of the growing volume 
of business handled by the trust de- 


partment, which was established in 
1923, the bank title was changed to the 
First-Stamford National Bank and 
Trust Company early this year. The 


First-Stamford National Bank repre- 
sented the merger, in 1919, of the First 
National Bank, founded in 1863, and 
of the Stamford National Bank, suc- 
cessor to the original Stamford Bank, 
which was founded in 1834. 


BOOK REVIEWS AND NEW BOOKS 


THE LirE Story OF A TRusT MAN. 
By Gilbert T. Stephenson. New 
York: F. S. Crofts & Co. $3.15. 


WHILE it may be possible to transact 
a commercial banking business year 
after year without coming into personal 
contact with anyone in the bank, the 
relation between a trust company or 
bank and its trust customers are and 
always must be direct, intimate and per- 
sonal, and must extend over a period of 
years. For that reason, says the author, 
more attention must be given to the 
personalities of the men who characterize 
trust companies and trust departments. 
To that end he has presented in book 
form a character analysis of Colonel 
Francis Henry Fries, president of the 
Wachovia Bank and Trust Company 
of Winston-Salem, N. C., and one time 
president of the Trust Company Sec- 
tion of the American Bankeis Associa- 
tion. Colonel Fries, says the author, is 
one of the pioneers in the modern trust 
company movement, has built up a trust 
company which occupies a unique posi- 
tion, and embodies the highest ideals of 
trust company service. 
The trust company’ movement in 


Recent Announcements of Other Publishers 





BANKING RATIOS. 


to loans 


author has drawn of Colonel Fries. 
Biography is not, however, given a 
great deal of space, since the book is 
primarily a character analysis and ap- 
preciation. 

The aim of the volume, and one suc- 
cessfully reached by its writer, is to 
portray faithfully the character of 
Colonel Fries so that it may show the 
type of men who are making trust com- 
panies, that it may hold before trust 
men some of the ideals to be lived up 


to, and that it may reveal to young 


men and women the opportunities for 
service in the trust-company field. 


By Horace Secrist, 
Ph. D., assisted by Keith Powlison, 


Ph. D. Stanford University, Cali- 
fornia: Stanford University Press. 
$10.15. 


Ratios dealt with in this study relate 
and discounts to earning 
assets; of total deposits to earning 


assets; of demand and time deposits to 
earning assets; of demand and time 
deposits to total deposits; of gross earf- 


ings to earning assets; of total expense 
to earning assets and to gross earnings; 





the United States is necessarily pre- 
sented at some length, and serves as a 
background for the picture which the 


of net earnings to earning assets and 
to gross earnings. There is an intro- 
ductory chapter, one explaining basic 
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data and their methods of study; also 
numerous charts and tables and a very 
complete index. 

The study is a careful analysis of the 
results of operations of national banks, 
by cities, for the entire country, and 
of the individual member banks in the 
Twelfth Federal Reserve District and 
in California. 

“Banking is an art,” the author de- 
clares. “But art is founded on science, 
and banking science is only in its in- 
fancy. However else a science may be 
defined, there can be no doubt that it 
is a systematized body of knowledge.” 
It is the obvious purpose of this volume 
to make a serious contribution to a 
fund of such information applicable to 
banking. That purpose has been splen- 
didly fulfilled. It is pointed out, 
however, that “The conclusions of this 
volume do not constitute formulas 
for the operation of an_ individual 
banking institution,” and also that 
“The methods required thoroughly to 
analyze the data and to develop the 
conclusions prescribed a form of pres- 
entation and a type of discussion 
which cannot be understood by a hasty 
perusal of what is written.” It is a 
book for careful study by those fitted 
to recognize its worth. Among the 
comparatively few books on the scienti- 
fic side of banking this volume must 
take a leading place. 


THE ETHICAL PROBLEMS OF MODERN 
FINANCE; lectures delivered in 1929 
on the William A. Vawter Founda- 
tion on Business Ethics, Northwest- 
ern University School of Commerce. 
New York: The Ronald Press Com- 
pany. $2.15. 

ONE prominent characteristic of any 

hook should be its appeal to the reader, 

made up as he may be of a particular 
class, or comprising members of the 
community at large. The appeal this 
book should make to all interested in 
finance and banking in their ethical 
aspects is certainly strong. It is an 
exceedingly interesting book, represent- 


ing as it does the considered views of | 
men eminent in education and banking. 
Three of the lectures were delivered by* 
bankers, as follows: “Ethical Problems 
of Commercial Banking,” Melvin A. 
Traylor, president First National Bank,’ 
Chicago; “Ethical Problems of the 
Modern Trust Department,” Harold A, 
Rockwell, vice-president § Northern 
Trust Company, Chicago; “Ethical 
Problems of Investment Banking,” 


Trowbridge Callaway, president Invesv- | 
ment Bankers Association of America; 
“Ethical Problems of Newer Forms of 
Financing,” William F. Gephart, vice | 
Bank, St 


president First National 
Louis. 

Mr. Traylor propounds some puz | 
zling questions for bankers to consider, 
Here is one of them, pertinent to a 
recent period: “In seeking to meet its 
responsibilities to its stockholders by 
earning adequate profits, how far 
should a bank go in loaning money 
on call in the stock market at 7 per 
cent., for example, when other cus 
tomers may wish to use the bank’s 
funds in business at 5/2 per cent.?” 

This distinguished president of the 
First National Bank of Chicago will 
not accept ignorance as an excuse for 
bad banking. Hear him: “Ignorance is 
not an adequate excuse in banking any 
more than at law. Someone may say” 
that a banker may be excused if he is 
trying to do right as he sees it, if 
through ignorance and lack of knowl 
edge he conscientiously makes decisions 
disregarding principles of sound com: 
mercial banking. But I am ready to 
affirm, without any qualification whatso 
ever, that a conscientious decision if 
commercial banking or in any othef 
business implies a conscientious effort 
to acquire the necessary facts and 
knowledge with which to make that) 
decision. A conscientious man is not 
simply one who is mindful of his aimy 
he is a man intelligently mindful of his 
aim.” 

It is here repeated that this is a book 
well worth reading. 








